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British Investments in Latin America 
and India: An Inspection of 
Comparative Returns 
By J. FRED RIPPY 


Data provided by the Bank of England, in its United King- 
dom Overseas Investments, 1938 to 1948 (London, 1950), 
warrant the conclusion that rates of return from British capi- 
tal invested in India, including Pakistan, were considerably 
higher during these years than the rates from the British 
investment in Latin America. On the some three-fourths of 
the aggregate capital that the Bank was able to include in its 
survey, the average annual rate rose from slightly less than 
4.8 per cent to 10.7 per cent in the case of India and from a 
little more than 1.7 to approximately 4 per cent in that of 
Latin America, 10.7 per cent for 1947 being the peak rate for 
India and 4 per cent in 1948 being the highest annual average 
for Latin America. The par value of the India investment 
inspected by the Bank shrank from £388 million in 1938 to 
£69 million in 1948; the analogous totals for Latin America 
for the years mentioned were £774 million and £314 million. 

Higher rates from India were typical for most of the years 
following 1880. For the two or three decades preceding 1880 
the rates from Latin America and India seem to have been 
about the same, if the somewhat higher average yields of 
India’s government securities are excluded. 

Neither in respect to India nor in the case of Latin America 
is the exact size of the investment certain. Perhaps it ranged 
in India from £200 million in 1880 to £400 million in 1910, 





1 The statistics presented in this essay have been compiled from two 
sources, both investment manuals published annually in London: Stock 
Exchange Year-Book for the years 1875 through 1953 and Stock Ex- 
change Official Intelligence from 1882 until it was consolidated with the 
first in 1934 under the title of Stock Exchange Official Year-Book. Since 
both manuals include thorough company indexes, page citations will be 
omitted. 
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£750 million in 1930, and £100 million in 1950, and in Latin 
America from £179 million in 1880 to £800 million in 1910, 
£1.1 billion in 1930, and around £350 million in 1950." 

Average returns from the investment in India’s government 
securities were higher in general than from Latin America’s 
in spite of the fact that the contract rates were higher for 
most Latin-American issues. Long defaults at one time or 
another, defaults which almost never occurred in India’s case, 
account for the lower average yields from Latin America. 

There was not much difference in average rates of return 
from railways until after 1910, although the returns were 
higher from India in some instances, as the exhibits in Table 1 
will indicate. The interest rates guaranteed by some of the 
Latin-American countries on railway capital were higher than 
those guaranteed by the British government in India, but the 
India guaranties often ran for longer periods and the yields 
usually exceeded the guaranteed rates. Moreover, returns 
from India’s railroads were more dependable and losses were 
far less frequent. 

Returns on British capital in public utilities were higher 
from India than from Latin America, especially after 1910 
or 1920, although this type of investment seems to have been 
much smaller in India than in Latin America. Table 2 gives 
the dividend records of the most profitable of these utilities. 
Note that the profitable time-spans tend to be longer in India. 
The most prosperous gas companies for the longest periods 
were those operating in Bombay and Calcutta (Oriental Gas 
Company), which yielded much higher nominal averages than 
the Montevideo Gas Company, the only British gas property 
that compares with these two in longevity. River Plate Elec- 
tricity Company, perhaps the most profitable electric utility 
ever owned by Englishmen in Latin America, vielded an annual 
average of 9 per cent for 30 consecutive years. Four of India’s 
electric utilities returned larger averages for longer periods, 
the most profitable of these being Calcutta Electric Supply, 
with a nominal average of 12.1 per cent for 42 years. 

2 These figures are for par values, and rates of return have been cal- 
culated on that basis. The rates are therefore nominal, not actual. 
Throughout this analysis, Pakistan is included with India. 
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TABLE 1 


BRITISH INVESTMENTS IN LATIN AMERICA AND 


INDIA: 


THE MOST PROFITABLE RAILWAYS 


Company 

LATIN AMERICA 
Antofagasta and Bolivia 
Barranquilla Railway and Pier 
Buenos Ayres Great Southern 
Buenos Ayres Western 
Central Argentine 
La Guayra and Caracas 
Nitrate Railways 
Rio Claro (Brazil) 
Samana and Santiago (Dom. Rep.) 
San Paulo 
Taltal (Chile) 


United Rys. of the Havana, etc. 


INDIA 
Barsi Light Railway 
Bengal and North Western 
Bengal Central 
Bombay Baroda, 
Bengal Dooars 
Delhi, Umballs and Kalka 
Madras and Southern Mahratta 
Pondicheri 
Rohilkund and Kumaon 
Shahdara (Delhi)-Saharanpur 
South Indian 
Southern Punjab 


and Central India 


(1) For ordinary shares only; 


Initial 


Year 


No. of 
Years 


Aver. Annual 
Return (1) 


1890 
1906 
1876 
1905 
1905 


1914 
1896 
1890 
1881 
1913 
1907 
1914 
1901 
1899 
1916 
1920 
1907 


bo bo 
orore 
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oC 
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preference shares and debentures 


usually ranged from 3.5 to 6 per cent, but sometimes a little 
higher in Latin America than in India. 
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TABLE 2 


BRITISH INVESTMENTS IN LATIN AMERICA AND INDIA: 
THE MOST PROFITABLE PUBLIC UTILITIES 


No. of Initial Aver. Annual 


Company Years Year Return (1) 
LATIN AMERICA 
Bahia Gas 15 1879 8.2% 
Buenos Ayres New Gas 30 1880 6.3 
Ceara Gas _. 32 1883 7.0 
Montevideo Gas me 1879 4.5 
Rio de Janeiro Gas 15 1871 10.0 
River Plate Gas_.__- 13 1879 7.2 
San Paulo Gas 43 1874 8.1 
City of Santos Improvements 46 1884 4.9 
City of Buenos Ayres Trams_ 25 1880 a2 
Rio de Janeiro City Improvements... 74 1874 5.2 
Consolidated Waterworks of Rosario 40 1909 5.8 
Montevideo Waterworks 67 1883 6.0 
Tarapaca Waterworks 63 1888 6.5 
Chili [sic] Telephone 25 1904 7.4 
Montevideo Telephone 22 1906 6.3 
United River Plate Telephone . 25 1904 8.0 
River Plate Electricity 3 1907 9.0 
INDIA 
Bombay Electric Supply and Trams_ 37 1911 11.2 
Bombay Gas 77 1874 7.4 
Calcutta Electric Supply 42 1909 12.1 
Caleutta Tramways - 50 1901 6.5 
Delhi Elec. Trams and Lighting 29 1919 10.1 
Cawnpore Electric Supply . 36 1912 9.1 
Oriental Gas . 19 1872 8.6 


(1) For ordinary shares only. 
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British capital ventured in mining in Latin America was 
much less profitable on the whole than the far smaller British 
investment in the mines of India. An investment in some 50 
mining enterprises in India resulted in the discovery of four 
bonanzas; an investment in around 400 mining organizations 
in Latin America disclosed hardly more than 11 or 12, and 
the majority of these soon “played out.” India would still 
have the advantage even if nitrate companies were included, 
for only four of the some 40 British companies organized to 
% exploit Chile’s natural nitrate of soda returned strikingly 

high dividends for more than a decade or so. Table 3 includes 
these nitrate enterprises along with the most profitable mining 
organizations in Latin America and India. 

British investors failed in both regions to enrich themselves 
by the cultivation of rubber. The failure was less devastating 
in India, however, largely because of a fairly rapid conversion 
to tea. Nine of the some 25 enterprises organized for the 
growing of rubber trees in India returned at least moderate 
profits, while all of the 35 created for the same purpose in 
respect to Latin America were complete failures. Table 4 
exhibits the dividend records of the nine profitable companies 
operating in India and the 10 rubber enterprises in Latin 
America that managed to survive for more than a decade. 


Annual 
rn (1) 


The vast majority of British incorporated companies en- 
gaged in other forms of agriculture and in stock-raising in 
Latin America yielded no more than meager returns, while 
most of those operating in India were strikingly profitable, 
especially after 1910. Nearly two-thirds of the 150 British- 
owned tea companies active in India for periods of 40 years 
or more returned annual average dividends of 10 per cent 
and above on their ordinary shares and almost a fifth averaged 
above 20 per cent. Hardly a tenth of the 75 British companies 
engaged in stock-raising and agriculture in Latin America 
yielded more than 7 per cent and not one returned an average 
of as much as 138p er cent for any considerable period; nor 
was there in this small most profitable group more than a 
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TABLE 3 


BRITISH INVESTMENTS IN LATIN AMERICA AND INDIA: 
THE MOsT PROFITABLE MINING COMPANIES 


No. of Initial Aver. Annual 
Company Years Year Return (1) 
LATIN AMERICA 
Butters Salvador Mines 14 1903 55.1% 
Cie. Aramayo de Mines en Bolivie — 40 1910 15.5 (2) 
Darién Gold Mining ae 1892 23.3 
Esperanza (Mexico) 10 1904 50.7 
Mexico Mines of El Oro 19 1909 69.1 
Nechi Mines (Colombia) _ 10 1916 53.0 
Oroville Dredging (Colombia) . 38 1915 19.1 
Pato Consolidated (Colombia) — 14 1939 29.1 
Pato Mines (Colombia) _ 14 1919 90.0 
Placer Development (Colombia) 28 1935 84.6 
St. John del Rey (Brazil) —_ 46 1875 9.2 
San Francisco Mines of Mexico 29 1923 21.8 
South American Copper Syndicate 9 1909 143.0 
Alianza Nitrate _ ; ; . 26 1903 20.4 
Liverpoo] Nitrate __ bd 40 1885 56.3 
London Nitrate ets . 38 1888 35.2 
Salar del Carmen Nitrate _. 28 1898 19.7 
INDIA 

Champion Reef Gold Mining 58 1894 43.1 
Mysore Gold Mining 65 1886 56.4 
Nundydroog Gold Mining... 63 1888 28.4 
Ooregum Gold Mining . 50 1892 19.2 (3) 
Central Provinces Manganese Ore. 44 1908 22.9 
Indian Manganese ___... 15 1916 947 
Vizianagaram Mining _ 15 1896 11.5 
East Indian Coal 49 1901 14.8 
Indian Copper Corporation id 1933 10.5 
Indian Iron and Steel___ = 20 1927 11.4 


(1) For ordinary shares only. 

(2) British investors held only a minority interest in the Aramayo 
enterprise. 

(3) The participating preference shares of Ooregum returned a 
nominal annual average of 29.1 per cent for the same period. 
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single company—Cambuhy Coffee and Cotton Estates—en- 
gaged in tropical agriculture (see Table 5) .* 

Among other enterprises, particularly banking and other 
financial organizations and manufacturing and trading firms, 
those operating in India were more profitable than those con- 
cerned with Latin America, even if the two very prosperous 
British-owned oil companies extracting petroleum from Latin 
America are added to the list. Table 6 exhibits the dividend 
records of the most remunerative of these corporations.® 

Such have been the comparative yields of the most pros- 
perous British business enterprises engaged in India and Latin 
America. Excluding railways and public utilities, enterprises 
of all other types—very profitable, moderately profitable, and 
unprofitable—probably averaged no more than 5 to 8 per cent 
annually on ordinary shares, making no allowance for share 
bonuses, in Latin America, while those operating in India 
probably yielded annual averages of from 10 to 16 per cent, 

3 Falkland Islands Company, engaged mainly in “sheep-farming,” seems 
to be the most profitable livestock enterprise ever owned by Britishers 
in America. For a period of 75 years starting with 1876 this company 
paid an annual average nominal dividend of 15.6 per cent on ordinary 
shares with a par value ranging from £95,000 to £325,000. Estates 
Control, Limited, probably the most prosperous livestock organization 
ever owned by Englishmen anywhere, returned an annual nominal average 


nary shares of £500, raised to £20,500 in 1920 by means of a share bonus 
of 4,000 per cent—without taking account of this enormous paper bonus! 
But this corporation owned not only ranches but “meat-preserving 
plants,” and owned them in both Australia and Argentina. During the 
47 years beginning with 1881 Belize Estate and Produce Company, 
Limited, yielded a nominal annual average of 11.2 per cent on ordinary 
shares with a par value of £45,000, raised to £120,000 in 1920 mainly 
through the distribution of a share bonus of 100 per cent. 

4 Assam Oil Company, which seems to have been the only British 
enterprise engaged in the extraction of petroleum from India, paid small 
dividends. 

5 St. Kitts (Basse Terre) Sugar Factory returned an annual average 
of 654.4 per cent on shares with a par value of £3,250 for 23 years start- 
ing with 1916! St. Kitts (London) Sugar Factory, which got control 
of these shares and watered its capital to the extent of 3,900 per cent, 
returned a nominal annual average of 14 per cent on £130,000 for a 
period of 28 years beginning with 1925! 
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again excluding share bonuses. Tea, jute, mining, and trading 
companies, along with greater political stability arising from 
British political dominance, were mainly responsible for mak- 
ing India a more remunerating investment field than Latin 
America. 


Since the most numerous profitable British companies oper- 
ating in India were engaged in the cultivation of tea, and 
Britishers did not attempt to cultivate tea in Latin America; 
and since many of the prosperous British enterprises in Latin 
America were those devoted to agriculture and the raising of 
livestock in the temperate-zone countries, it might be argued 


TABLE 4 


BRITISH INVESTMENTS IN LATIN AMERICA AND INDIA: 
THE RUBBER FIASCO 


No. of Initial Aver. Annual 
Company Years Year Return (1) 


LATIN AMERICA 


Anglo-Brazilian R. Estates _ 16 1910 0.8% 
British and Brazilian R. Planters 23 1908 nil 
Caamano Tenguel Estate es 1910 1.3 
De Mello Brazilian Rubber 7 1906 nil 
El Palmar R. Estates ._ 18 1910 nil 
Galvez Rubber Estates . 18 1907 0.4 
Guayule Rubber : 4 16 1910 12 
Inanbari Para Rubber Estates _ 15 1907 nil 
La Libertad R. and Cocoa Estates... 20 1910 nil 
Mano Marques R. and Tobacco 242 1907 nil 
INDIA 
Indian Peninsula Rubber and Tea... 40 1910 5.1 
Kerala Calicut Estates___._ i or 1910 5.7 
Malayam Plantations si once 1910 9.1 
Mundakayam Valley Rubber__..._....... 45 1906 8.7 
Poonmudi Tea and Rubber has tt 1910 8.1 
Rani Travancore Rubber_..._______.___-_ 32 1911 7.7 
Stagbrook Rubber and Tea eee 1909 6.9 
Teekoy Rubber Estate bee 1916 7.3 
Travancore Rubber _ Beet a 1908 8.8 


(1) For ordinary shares only; but companies operating in Latin 
America seldom paid dividends even on preferred shares. 
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ding TABLE 5 
from BRITISH INVESTMENTS IN LATIN AMERICA AND INDIA: 
nak- THE Most PROSPEROUS ESTANCIAS AND PLANTATIONS 
satin No. of Initial Aver. Annual 
Company Years Year Return (1) 
LATIN AMERICA 
per- Argentine Southern Land 48 1903 V.7% 
and Associated Estancias 42 1905 9.5 
rica ; Cambuhy Coffee and Cotton 15 1936 11.0 
atin Espartillar Estancia 45 1901 7.0 
g of Estancia and Properties 3 1912 9.5 
Las Cabezas Estancia 68 1882 11.3 
zued Patagonian Sheep Farming 22 1929 6.5 
Pranges Estancia (Uruguay) 43 1884 12.9 
River Plate Land and Farming 33 1895 10.3 
Tecka Land 35 1915 9.8 
Uruguay United Estancias 22 1909 8.4 
INDIA TEA 
mual Allynugger 40 1911 25.2 
r(1) Assam Dooara 40 1911 28.1 
Assam Estates 34 1917 26.6 
Bengal United 40 1911 27.0 
Borbheel 40 1911 32.5 
Bordubi 40 1911 23.6 
Borelli _ 40 1911 22.0 
Brahmapootra 64 1887 22.6 
Buxa-Dooars 40 1911 20.3 
Chubwa 40 1911 24.6 
Deamoolie 40 1911 26.5 
Dekhari 40 1911 22.4 
Derby 57 1894 21.3 
Dima 40 1911 22.7 
Doloi 39 1912 29.9 
Eastern Assam 40 1911 20.1 
Ghoir Allie 18 1912 81.4 
Hope 40 1911 30.7 
Itakhooli y 40 1911 23.4 
Leesh River : 40 1911 22.8 
Meenglas : 40 1911 21.5 
Moran - nia _.. 40 1911 23.8 
Pabbojan 40 1911 28.0 
Rajmai 61 1890 26.5 
MONS ects. ain 40 1911 35.1 
‘ Late ; .. 40 1911 25.8 
ann Travancore .. 40 1911 24.1 


(1) For ordinary shares only. 
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TABLE 6 


BRITISH INVESTMENTS IN LATIN AMERICA AND INDIA: 


OTHER PROFITABLE ENTERPRISES 
No. of Initial Aver. Annual 


Company Years Year Return (1) 
LATIN AMERICA 
London and Brazilian Bank 44 1880 13.6% 
London and River Plate Bank 44 1880 15.4 
River P. Trust, Loan and Agency 67 1885 16.9 
Forestal Land Timber and Rys. 45 1906 10.1 
Havana Cigar and Tobacco 40 1911 24.0 (2) 
Henry Clay and Bock a2 1919 26.6 (2) 
Liebig’s Extract of Meat 77 1874 16.1 
Rio de Janeiro Flour Mills, ete. 58 1893 13.5 
Lobitos Oilfields . 39 1912 18.5 
Venezuelan Oil Concessions 22 1926 27.9 
INDIA 
Chartered Bank of India, ete. _ 92 1880 122 
Mercantile Bank of India 40 1911 2 
National Bank of India 71 1880 3.3 
3arnagore Jute Factory 39 1912 20.2 
Champdany Jute 31 1890 14.6 
Samnugger Jute Factory 40 1911 20.6 
Titaghur Jute Factory 50 1901 19.0 
Victoria Jute 40 1911 20.7 (3) 
Bally Paper Mills 13 1882 10.7 
Bengal Mills (cotton) 18 1880 8.4 
East India Distilleries 35 1916 10.5 
Finlay (James) and Co. 27 1924 173 
Harrisons and Crosfield 35 1918 21.4 
Lawrie (Alexander) and Co. 15 1936 22.6 
Steel Brothers 41 1910 25.0 
Warren (James) and Co. 40 1911 21.9 
Vavasseur (J. H.) and Co. 28 1923 13.4 
~ (1) For ordinary shares only. 

(2) Englishmen held only a minority of the ordinary shares in 
these two enterprises; they were controlled by the American 
Tobacco Company. 

(3) These jute factories seems to have been the most profitable 


British-owned manufacturing plants in IIndia. Anglo-French 
Textile Company, Limited, engaged in the manufacture of 
cotton yarns and cloth in Pondicherry, returned a nominal 
annual average of 15 per cent on ordinary shares with a par 
value running from £81,000 to £100,000 during the years 1918 
through 1949, without taking a share bonus cf a little more 
than 19 per cent, distributed in 1921, into account. 
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that Australia and New Zealand would afford a better basis 
for comparison, especially in view of the fact that these coun- 
tries, like a good portion of Latin America, are situated south 
of the equator and are richly endowed with the precious metals 
as are some of the Latin-American countries. There are strik- 
ing similarities in these two regions, but there are also some 
dissimilarities, two of them of special significance. Govern- 
ment securities have tended to be larger in relation to the total 
investment in Australia and New Zealand and effective senti- 
ment for government ownership of railroads and public utili- 
ties developed earlier in both, so that private enterprise had 
a more restricted scope. 

Tables 7, 8, 9, and 10 deal with those segments of the British 
investment in Australia and New Zealand and in Latin Amer- 
ica that provide the best basis for comparison. The tables 
exhibit the comparative rates of return from British invest- 
ments in the ordinary shares of enterprises engaged in the 
fields of public utilities (where there were some profitable 
companies in private possession for considerable periods in 
Australia and New Zealand), mining, farming and ranching, 
banking and other finance, and processing and manufactur- 
ing—in all of which, excepting the livestock business and the 
processing of meat, the rates of return from Australia and 
New Zealand were, by and large, somewhat higher. 

Nearly half of the British-owned utilities in Australia and 
New Zealand returned annual average nominal yields of more 
than 6 per cent on ordinary shares for time-spans of from 14 
to 66 years, and a fourth of the total yielded well above 10 
per cent. In Latin America, where British investors owned at 
least four times as many utility enterprises, less than a seventh 
of the total rewarded the holders of their ordinary shares at 
annual rates higher than 6 per cent for consecutive time-spans 
running from 13 years up to 74 years. Only 12 of the 17 Latin- 
American companies exhibited in Table 7 paid annual average 
rates of over 6 per cent and none of the 17 returned more than 
10 per cent. 

Mining, on the whole, was far more profitable for British 
investors in Australia and New Zealand than in Latin America. 
At least 22 of the some 300 British mining companies that 
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operated in Australia and New Zealand for periods of a decade 
and more yielded nominal annual averages of above 19 per 
cent on their ordinary shares. The number for Latin America, 
where Britishers controlled at one time or another around 
400 mining enterprises of more than ephemeral character is 
only 11 and one of the 11 “played out’ after only nine years, 
although its average annual rate of return for this period was 
probably higher than that paid by any British-owned Aus- 
tralian or New Zealand mining company for as much as nine 
consecutive years. Not even the Chilean nitrate companies, 
some 40 in all, of which the four most remunerative are in- 
cluded in Table 8, can redress the balance. 


In farming and ranching, however, the advantage seems to 
be in temperate-zone Latin America. The ratio of profitable 
companies, as Table 9 is intended to indicate, is larger in Latin 
America, for the number of enterprises for both regions was 
not very different, around 50 for each region, eliminating 
British-owned coffee and sugar plantations in Latin America. 
The last enterprise listed for Australia, the South Australian 
Company, does not contradict the generalization, for this 
enterprise seems to have gained its high returns from seaside 
property and the operation of a wharf. 

The somewhat higher returns exhibited for Latin America 
in Table 10 can be attributed almost entirely to petroleum and 
tobacco. The reader will observe that two of the companies 
listed in the lower half of this table drew their profits from 
both of the regions under examination. 


6 British-American Tobacco Company, Limited, which also operates in 
many other parts of the world, apparently dominates the tobacco mar- 
kets of Australia and New Zealand. For the 30 years starting with 
1910 its annual average return on ordinary shares was exactly 25 per 
cent, taking no account of share bonuses. Returns from Australia and 
New Zealand were probably at near that rate. 
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de 

wal TABLE 7 

- BRITISH INVESTMENTS IN LATIN AMERICA AND AUSTRALIA AND 

nd NEW ZEALAND: THE MOST PROFITABLE PUBLIC UTILITIES 

- No. of Initial Aver. Annual 

S, Company Years Year Return (1) 

as LATIN AMERICA 

[S- Bahia Gas 15 1879 8.2% 

ne Buenos Aires New Gas 30 1880 6.3 

, Ceara Gas ous 1883 7.0 

n- Montevideo Gas . 12 1879 4.5 
Rio de Janeiro Gas_.........__.... . 15 1871 10.0 
River Plate Gas 13 1879 7.2 

to San Paulo Gas 43 1874 8.1 

le City of Santos Improvements . 46 1884 4.9 

in City of Buenos Aires Trams 25 1880 7.2 
Rio de J. City Improvements 74 1874 5.2 

aS Consolidated Waterworks of Rosario. 40 1909 5.8 

1g Montevideo Waterworks 67 1883 6.0 

a. Tarapaca Waterworks 63 1888 6.5 

in Chili [sic] Telephone 25 1904 7.4 

is Montevideo Telephone 22 1906 6.3 
United River Plate Telephone . 25 1904 8.0 

le River Plate Electricity | 30 1907 9.0 

AUSTRALIA AND NEW ZEALAND 

“a Adelaide Electric Supply-..... wos 1910 8.5 

id Auckland Electric Tramways. 17 1903 6.7 

aS Australian Gas Light (Sydney) 16 1886 15.0 (2) 

m Brisbane Electric Trams 14 1909 8.0 
Broken Hill Water Supply . 20 1896 32.4 
Colonial Gas Association 20 1905 6.4 

. Kalgoorlie Electric Power acd 1925 6.4 

= Melbourne Electric Supply io. a 1911 9.5 

- Melbourne Trams and Omnibus ._. 2 1893 18.6 

a Metropolitan Gas (Melbourne)... 66 1885 12.4 (2) 

. Wellington Gas 30 1881 11.5 

" Welsbach Light of Australia... 19 1894 23.1 


(1) For ordinary shares only. 
(2) These two enterprises were probably controlled by Australian 
investors. 
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TABLE 8 
BRITISH INVESTMENTS IN LATIN AMERICA AND AUSTRALIA AND 
NEW ZEALAND: THE MOST PROFITABLE MINING ENTERPRISES 


No. of Initial Aver. Annual 
Company Years Year Return (1) 
LATIN AMERICA 
Butters Salvador Mines 14 1903 55.15% 
Cie. de Aramayo de Mines en Bolivie 40 1910 15.5 (2) 
Darién Gold Mining 12 1892 23.3 
Esperanze (Mexico) 10 1904 50.7 
Mexico Mines of El Oro 19 909 69.1 
Nechi Mines (Colombia) 10 1916 55.0 
Oroville Dredging (Colombia) 38 1915 19.1 
Pato Consolidated (Colombia) 14 1939 29.1 
Pato Mines (Colombia) 14 1919 90.0 
Placer Development (Colombia) 28 1935 84.6 
St. John del Rey (Brazil) 76 1875 9.2 
San Francisco Mines of Mexico 29 1923 21.8 
South American Copper Syndicate 9 1909 143.0 
Alianza Nitrate 26 1903 20.4 
Liverpool Nitrate 40 1885 56.3 
London Nitrate 38 1888 35.2 
Salar del Carmen Nitrate 28 1898 19.7 
AUSTRALIA AND NEW ZEALAND 
Australian Search Syndicate 12 1899 23.0 
Boulder Perseverance 27 1924 23.1 
3rilliant and St. George 12 1896 78.5 
Brilliant Central G. Mining 13 1894 21.7 
Broken Hill Proprietary 30 1891 75.2 
Broken Hill South 50 1903 51.2 
Consol. Gold Fields of New Zealand. 12 1932 20.4 
Great Boulder Perseverance 13 1897 29.7 
Great Boulder Proprietary 53 1895 42.2 
Great Fingall Consolidated 13 1901 107.5 
Ivanhoe Gold Corp. 16 1898 20 
Kalgurli Gold Mines 20 1901 71.5 
Komata Reefs Gold Mining 18 1935 19.3 
Lake View Consols 11 1897 49.8 
Lake View and Star 20 1933 49.1 
Mount Boppy Gold Mining 15 1901 24.6 
New Ravenswood 12 1901] 32.8 
North Broken Hill 40 1913 55.5 
North Kalgurli 19 1933 12.7 
Oroya Brownhill 11 1897 67.0 
Queen’s Cross Reef G. Mining 10 1896 66.0 
Sons of Gwalia 19 1932 29.5 
South Kalgurli 38 1914 30.6 
Waihi Gold Mining 58 1893 34.2 


(1) On ordinary shares only. 
(2) British investors have only a minority interest in this company. 
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TABLE 9 
BRITISH INVESTMENTS IN LATIN AMERICA AND AUSTRALIA AND 
NEW ZEALAND: THE MOST PROSPEROUS FARMING 
AND RANCHING COMPANIES 


No. of Initial Aver. Annual 
Company Years Year Return (1) 
LATIN AMERICA 
Argentine Southern Land 48 1903 ‘tat 
Associated Estancias 42 1905 9.5 
Cambuhy Coffee and Cotton 15 1936 11.0 
Espartillar Estancia 15 1901 7.0 
Estancia and Properties 54 1912 9.5 
Las Cabezas Estancia 68 1882 11.3 
-atagonian Sheep Farming 22 1929 6.5 
Pranges Estancia (Uruguay) 43 1884 12.9 
River Plate Land and Farming 33 1895 10.3 
Tecka Land 3D 1915 9.3 
Uruguay United Estancias 22 1909 8.4 
AUSTRALIA AND NEW ZEALAND 
Australian Agricultural 72 1880 10.5 
Australian Pastoral 20 1910 7.4 
New South Wales Land and Agency. 40 1911 10.5 
New Zealand and Australian Land 61 1890 6.8 
Peel River Land and Mining 60 1891 8.3 
South Australian 47 1875 26.3 (2) 


(1) For ordinary shares only. 
(2) Engaged largely in land speculation and operation of a wharf. 


iny. 
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TABLE 10 


BRITISH INVESTMENTS IN LATIN AMERICA AND AUSTRALIA AND 
NEW ZEALAND: OTHER FAIRLY PROSPEROUS ENTERPRISES 


No. of Initial Aver. Annual 


Company Years Year Return (1) 
LATIN AMERICA 
London and Brazilian Bank 44 1880 13.6% 
London and River Plate Bank 44 1880 15.4 
River Plate Trust, Loan Agency 67 1885 16.9 
Forestal Land, Timber and Rys. 45 1906 10.1 
Havana Cigar and Tobacco 40 1911 24.0 (2) 
Henry Clay and Bock 32 1919 26.6 (2) 
Liebig’s Extract of Meat aa 1874 16.1 
Nelson (James) and Sons 2 1892 8.3 
River Plate Fresh Meat 23 1890 117 
Smithfield and Argentine Meat 12 1908 8.5 
Rio de J. Flour Mills, ete. . 58 1893 13.5 
Lobitos Oilfields 39 1912 18.5 
Venezuela Oil Concessions 22 1926 27.9 
AUSTRALIA AND NEW ZEALAND 

Bank of Australasia : 65 1886 12.0 
Bank of New South Wales 81 1870 10.9 
Commercial Banking of Sydney 76 1875 13.5 
Union Bank of Australia 76 1875 12.5 
Australian Mercantile Land, etc. 71 1880 10.7 
British and Australasian Trust . 35 1880 aa 
New Z. and R. Plate Land Mortgage 30 1903 8.7 
New Zealand Loan and Agency . 16 1875 14.4 
New Zealand Trust and Loan 31 1880 19.3 
Trust and Agency of Australasia__. 51 1880 13.4 
Bovril _______. ies oJ 3 .. 62 1889 7.9 (3) 
Nelson Brothers _..............._.. _ 36 1884 6.8 


Union Cold Storage __. cette 1904 10.0 (3) 


(1) For ordinary shares only. 
(2) British investors have only a minority interest in these two 
companies. 
(3) These companies, engaged in the livestock and meat-processing 
business, operate in both Latin America and Australia. 
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Mexico City’s Competitive Radio 
Market 


By MARVIN ALISKY * 


Mexico’s economic development during the past three dec- 
ades has given rise to a thriving broadcasting industry. Ata 
time when radio broadcasters in the United States are specu- 
lating about programming changes the competition of tele- 
vision may make necessary, they might look south of the Rio 
Grande and take courage. Apparently even a city bristling 
with broadcasting antennae can have a healthy competitive 
market, if one of the factors operative is specialized program- 
ming to serve specific audiences, instead of every station in 
that market trying to be all things to all listeners. 

Mexico City has one of the two most competitive radio mar- 
kets in the world, running second only to Havana. Mexico 
City has twenty-eight radio stations in the standard-frequency 
band.! Havana has thirty." Twenty-seven of the twenty- 
eight Mexico City outlets are commercial. In addition, the 
Mexican capital has thirteen shortwave radio stations, eleven 
of which are commercial, and four television stations." 


‘ The author is assistant professor of journalism at Indiana Univer- 
sity. This article is based on material gathered in inspection trips to 
eighty Mexican radio stations during 1950-53. 

1 The standard-frequency band runs from 540 to 1600 kilocycles in 
Mexico, from 550 to 1600 in the United States. Mexico City has a twenty- 
ninth standard-band station, XEDP of the Secretariat of Government, 
but this outlet is off the air. If the federal budget permits, the Secretaria 
de Gobernacion will return XEDP to daily service before the end of 
1954, according to Baltazar Dramundo, radio director of the ministry. 
XEDP’s operations were suspended tor budgetary reasons, but its equip- 
ment and license have remained intact. 

~Radiomania Television, “Radiodifusoras de Cuba,” XVIII, No. 11, 
November 1953, p. 44. 

* Secretaria de Comunicaciones y Obras Publicas, Direccién General 
de Telecomunicaciones, Lista de las estaciones radiodifusoras (México, 
D. F., 1953), pp. 1-20. Mountainous Mexico has only one FM station, 
XEX-FM, the line-of-sight beam of frequency modulation not being 
adaptable to the terrain. 
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Thus, of the 215 standard-frequency radio stations in Mex- 
ico, approximately 13 per cent can be found in the federal 
capital. Four of the twenty-eight Mexico City stations have 
a wattage that reaches listeners throughout the republic; the 
remaining outlets serve listeners within the federal district, 
except for those stations with shortwave duplicators. 

The greatest concentration of radio listeners in the republic, 
as would be expected, is found in the federal district. In 
August 1951, 75.2 per cent of the homes in Mexico City had 
radios; by April 1952, the percentage had gone up to 76.1. 
Among homes in the highest socio-economic bracket, 98.9 per 
cent had radios. As for homes in the lowest income group, 
60.4 per cent had receivers. The 1950 census estimated the 
number of homes in Mexico City at 580,000, of which 441,380 
had radios. 

In 1950, Business Week noted that Mexico City had more 
radio stations than any other city in the world,*® yet despite 
such heavy competition, none of the commercial outlets re- 
ceived any subsidies to stay in business.® The larger stations 
reach out into the hinterlands to augment their Mexico City 
audiences; the smaller stations specialize to serve specific 
segments of the listening public. 

In the United States, the maximum power allowed any 
station is 50,000 watts. In Mexico, no such restriction exists. 
XEX is authorized to use 500,000 watts, but blankets the 
republic with 250,000, and so chooses to keep its operating 
power at half its authorized strength. XEW is authorized to 
use 250,000 watts, but finds that 170,000 watts are ample to 


+ Joe Belden and Associates, “Informe cualitativo numero 7,” El 
radidbmetro de México, May 1952, p. 4. The Belden organization provides 
Mexico’s only national, comprehensive listening survey. 

5In 1950, Havana had twenty-eight AM stations on the air; Mexico 
City, twenty-nine. New York had fifteen, the District of Columbia met- 
ropolitan area fourteen, Los Angeles twelve. London had only the three 
programming services of the BBC. Paris had only the five frequency 
choices of the French Broadcasting System. See Gene Moskowitz, “TV 
Still Almost a Secret in France, But Radio Is Integral Part of Life,’ 
Variety, CLXXXIX, No. 5, January 7, 1953, p. 100. 

6 Business Week, August 12, 1950, p. 110. 
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be a national voice. XEQ is authorized to use 150,000 watts, 
but currently utilizes 50,000. XEQ is the key station of Mex- 
ico’s only telephone-line network, the Cadena Azul, with twenty 
provincial affiliates. In addition, in May 1953, XEX ceased 
its own programming and became a duplicator of all XEQ 
programs.*« XEX and XEW also serve as key stations of 
Mexico’s other two national networks by supplying a few 
hours of daily programs via tape recordings. The Mexican 
radio appellation “Big Three” has become the “Big Two,” but 
the type of programming heard over XEW, XEQ, and XEX 
remains varied: popular music, soap operas, comedy, news, 
sports, and other broadcasting fare similar to that heard in 
the United States. 

Mexico’s oldest radio station, XEB (in continuous operation 
since July 1923), captures an audience inside and away from 
the federal district with its 100,000-watt voice. XEOY, popu- 
larly called Radio Mil because of its operating frequency of 
1,000 kilocycles, is authorized to use 50,000 watts but operates 
with 10,000. It too relies on variety in its programming 
schedule. 

A majority of the remaining twenty-three standard-fre- 
quency radio stations in the Mexican capital do not attempt 
to diversify program types to serve a socio-economic cross- 
section of listeners. Instead, they specialize in sports or 
classical music or dance music or whatever else seems likely 
to attract a loyal following. One station, XEQK, “La Hora 
Exacta,” has even stored its turntables and records in order 
to offer nothing but the correct time, interspersing time an- 
nouncements with commercials.* 

The Juke-Box Formula. Recorded music is the main offer- 
ing of many a small station, in the United States as well as 


“In the United States, one person or one corporation cannot own two 
stations in the same city. In Mexico, no such restriction exists. Emilio 
Azcarraga acquired XEX from Romulo O’Farrill without any govern- 
mental protests, although a few private broadcasters and newspapei 
columnists did raise the question of monopoly. See Félix Anguiano, 
“Televisando,” Evwcélsior, December 14, 1952, p. 10A, for overtones of 
the merger. 


$ Excélsior, December 31, 1952. 
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in Mexico. Even if such were not the case, one might still 
expect Mexican stations to devote much of their air time to 
songs. Pru Devon of the New York Times station, WQXR, 
puts it this way: 
Music in Mexico is so vital a part of life as to seem part 
of the blood stream of (the) ... people.... 
Mexico is one of the world’s strongholds of genuine re- 
gional (folk) music. ... 
Mexican popular music, bolero, blues and fox, mambo 
. and vals, the universal standby, are very easy to find 
practically anywhere.® 

XESM, XENK, and XEJP, three of the ten most popular 
stations in Mexico City,’® rely on popular music as their pro- 
gramming mainstay. 

XESM manages to lead the popularity ratings for all com- 
mercial stations in the capital except for the “Big Three” 
(XEW, XEQ, XEX) by furnishing its listeners a steady diet 
of popular music. 

XENK is better known as Radio Seis Veinte on the air and 
Radio 6.20 in print, the designation coming from its 620 kilo- 
cycle frequency position on the radio dial. This outlet also 
refers to itself as “La Emisora de la Juventud,” youth’s sta- 
tion.'!' The slogan indicates the slant of the station’s pro- 
gramming: dance tunes, novelty numbers, and any recording 
that appears to be popular with teen-agers and listeners in 
their twenties. The music-for-youth formula keeps XENK 
among the ten most popular outlets in a highly competitive 
market. 

XEJP also remains in the top ten stations in audience 
surveys by concentrating on dance music as its chief offering. 

Serious Music. Two stations, XELA and XEN, feature 
serious music as their programming specialty. In the United 
States, classical music stations simply have not drawn very 
large audiences. In Mexico, however, XELA, with a program- 
ming formula replete with Bach, Beethoven, and Brahms, con- 


% Saturday Review of Literature, September 15, 1951, pp. 51, 52. 

10 Joe Belden and Associates, “Informe cualitativo numero 1,” El 
radiometro de México, May 1951, pp. 5-7. 

11 Radio-TV Selecciones, 1V, No. 37, July 30, 1952, n. 9. 
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sistently remains among the more popular stations. Rank and 
file Mexicans tend to demonstrate an affection for serious 
music closer akin to that found in Italy than that found in 
the United States. 

XEN has depended on operatic selections as its specialty 
for two decades. Recently, however, it has increased the 
number of semi-classical works it offers. XEN’s evenings 
still belong to Verdi and Bizet, but its afternoons sometimes 
belong to Victor Herbert. 

XEUN, broadcasting station of the National University of 
Mexico, also offers certain time segments of uninterrupted 
classical music. To fulfill its obligations as an educational! 
station, however, XEUN diversifies its schedule with dramas, 
lectures, forums, and remote control coverage of special 
events. According to continuous listening surveys in recent 
years, XEUN does not capture, on an average, even one-half 
of one per cent of the radios in use during any one day.’ 

Broadcasting to Women. Home, not business offices, being 
the natural targets for daytime schedules, prompts all Mexico 
City stations to have some morning or afternoon feature that 
would appeal to a housewife. While the larger stations bid 
for the feminine ear with soap operas, two of the smaller sta- 
tions have their own formulas. 

XEMX, “Radio Femenina,” uses nothing but women for its 
announcements and commentaries; in fact, nothing but women 
for its entire staff, the first station in the world to be staffed 
exclusively by women.!® 

Up to now, lady listeners seem to prefer the deeper mascu- 
line voices of announcers on rival stations, because XEMX 
has not been rating one per cent of the radio homes surveyed 
by the Belden measurement bureau. Women writers, pro- 
ducers, directors, and announcers are still striving to make 
successful a formula of a feminine staff producing feminine- 
interest programs to sell a feminine listening group. 

XERH, one of the capital’s ten popular stations with ratings 
above one per cent of the radios in use, uses two specialties. 


12 Belden, op. cit. (“. . . numero 1’), pp. 5-7. 
13 El Universal, March 14, 1952. 
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In the evening, it keeps a following of men by broadcasting 
jai-alai and other sporting events. In the morning, it cap- 
tures a housewife audience with almost four hours of 
“Teléfono Libre,” during which listeners are allowed to phone 
in requests for songs or for information from entertainers. 
An invitation for listeners to speak up apparently has an 
appeal to feminine listeners that might be expected. 

Network Within the City. Three of Mexico City’s com- 
mercial stations are linked into a local network, the Cadena 
Radio Continental. And two of the city’s eleven commercial 
shortwave duplicators are hooked into this special web. Thus, 
a little of the competition in this transmitter-heavy city is cut 
down, as five outlets carry the same programs simulaneously. 
The C.R.C. is composed of XEQB at 1110 kilocycles, XEQR 
at 1030 kilocycles, XERC at 790 kilocycles, and shortwave 
stations XERQ at 9610 and XEQH at 6130 kilocycles. 

The C.R.C. program schedule usually emphasizes some sports 
news, soccer reports, bullfight commentaries, and interviews 
with various prominent personalities. Despite the fact that 
a C.R.C. show can be picked up at three places on the standard- 
frequency dial, this local network is not one of the stations 
with ratings of even one per cent of the radio homes surveyed 
at any given hour." 

XEW Leads the Field. Something more than electrical 
power and the financial backing of Emilio Azcarraga has kept 
XEW a favorite with listeners through the years, though both 
wattage and money certainly account for part of its success. 
It is what those pesos have hired, what that wattage has 
propelled through the air—the entertainment—that has lured 
the largest audiences to XEW at almost any hour of the day 
or night. Azcarraga’s television center, his XEQ and XEX 
radio stations, and his motion picture companies, Mexico’s 
largest, have been able to insure the studios of XEW access to 
the republic’s most popular singers and actors. 

One big contributing factor to XEW’s success is Azcarraga 
himself, a salesman with a keen sense of showmanship. He 


14 Joe Belden, ‘“‘Sondeo continuo del auditorio de la ciudad de México,” 
El Radiometro de México, April-May 1952, pp. 1-34. 
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has managed to outflank his competitors: outbid them for the 
services of promising artists, and outprogram them by being 
the first to ride the crest of a new entertainment wave. 

In 1938, when XEB was still featuring Argentine tangos, 
XEW’s management sensed a trend toward the popular songs 
of Agustin Lara, “‘Mexico’s Irving Berlin,” and began feeding 
them into its microphones at a steady rate. 

Azcarraga made XEW the rallying point for composers as 
well as for entertainers. Spare studios became a rehearsal 
haven for both writers and performers. From the XEW 
studios have come scores of hit songs, such as “Guadalajara” 
and “Bésame Mucho.” Azcarraga’s three big Mexico City 
radio stations have not had to rely on United States music any 
more than they have on United States capital, although U. S. 
concerns seeking Mexican customers certainly make use of air 
time on XEW, XEQ, and XEX. 

In fact, United States capital intensifies competition among 
all Mexico City radio stations only through its use as a sponsor, 
as a buyer of air time. The stations themselves, at least as 
far as official statements of ownership state, are in the hands 
of Mexicans.’* United States brand names ranging from 
Coca-Cola to Fab soap are widely advertised on the radio, as 
are the products of firms ranging from General Motors to 
Sears Roebuck. 

The English-language Station. There is one Mexico City 
station that lists a United States co-owner. XEL, for years 
an outlet emphasizing feminine-interest broadcasting, switched 
its specialty in 1953 to that of the only English-language radio 
station in Mexico City.17 Under the management of Alan 
Taulbee, former newscaster for WQXR, the voice of the New 
York Times, XEL has instituted a diversified program schedule 
similar to many medium-sized stations in the United States. 


15 Ff, J. Taylor, “Latin America’s Big Voice,” The Pan American, 
V, No. 4, July-September 1944, p. 22. 

16 Secretaria de Comunicaciones, op. cit., pp. 1-20. 

17 The republic still has a handful of English-language stations near 
the United States border, the “border blasters” of ill repute which 
feature pill and patent medicine offers along with hillbilly music and 
evangelists. 
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Rates for Air Time. Mexico City broadcasting officials, 
being part of management belonging to what Sanford Mosk 
has called the “New Group” of industrialists, readily negotiate 
with the unions involved in radio. Disputes over wages at 
radio stations are rare. Unions as well as management know 
what the traffic will bear in the way of salaries. Rates for 
air time are tremendously low by U. S. standards, and prob- 
ably not as high as they should be by Mexican standards, for 
the audience delivered. For in Mexico, the custom of group 
listening is common, though it is more widespread in provincial 
areas than in Mexico City. Radio advertising rates are still 
based on such factors as the number of radio homes in Mexico 
City, or the number of sets in use at any given hour. The 
factor of group listening per receiver is not stressed, even by 
the radio time salesmen, even though this factor operates in 
their favor. 

A thirty-second spot announcement over XEQ-XEX, and 
over their shortwave duplicators XEQQ and XEXE, during 
a choice evening hour when audiences are at a maximum will 
run 395 pesos,’* or 34.35 dollars. That spot announcement 
would reach not only a large audience in the federal district 
but in various parts of the republic as well. An average one- 
time rate for the same thirty-second spot announcement over 
any one radio station in Detroit'® would cost $51; the an- 
nouncement carried at the same moment over the second and 
third most popular stations (to make the situation com- 
parable) would cost $162. Although the Mexican republic in 
1953 only had 1,500,000 radios in daily use, group listening 
customs multiplied the total audience. In addition, in areas 
where the home with a receiver is regarded by the community 
as a source of information about the outside world,?° word- 
of-mouth repetition further multiplies the number of persons 
exposed to the information in any radio commercial. There- 


1S“Tarifa de tiempo, XEQ-XEX” February 1, 1953, rate card. 

1% A metropolitan area with a population comparable in size with 
Mexico City, with, however, approximately 30,000 more radio homes. 
See Broadcasting Marketbook for 1953. 

“0 See the author’s comments in Nieman Reports, October 1953, p. 19, 
and in The Journal of the AERT, November 1953, p. 19. 
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fore, to make any comparison with a commercial in the United 
States reaching a cross-section of the nation that combined 
XEQ-XEX does in Mexico, it might be more in perspective to 
list a network’s rate running into the thousands of dollars 
rather than the $162 figure for the two Detroit stations. 


A thirty-second spot announcement over most of the other 
twenty-six commercial AM stations of Mexico City ranges 
downward from the $34.35 cited for XEQ-XEX, except for the 
prominent and popular XEW. The half dozen smallest stations 
in this market actually offer a half-minute of air time for less 
than $1 in U. S. currency. Since even the 250-watt stations 
can be picked up in almost every corner of the federal district,’ 
a time buyer thus can purchase the means for reaching at least 
a few hundred potential customers** out of this half-million 
radio home market for the sum of 57.5 to 80 cents American 
money, depending on the time of day selected. 

Conclusions. Despite heavy competition, the twenty-eight 
standard-frequency radio stations of Mexico City manage to 
stay in business, the larger wattage outlets by diversifying 
programming schedules and the smaller wattage outlets by 
specializing their offerings to appeal to definite age or interest 
groups. The capture of a large percentage of the sets in use 
in any one hour by a few of the larger stations keeps the 
advertising rates of the smaller competitors to a comparative 
pittance. Yet operational costs are such that these smaller 
outlets remain on the air, serving specific interest groups such 
as classical music lovers, sports fans, or housewives. Since 
the end of World War II, Mexico City has supported the same 
number of commercial radio stations it has today. As 1954 
began, the prospects seemed bright for this highly competitive 
market to remain as active as it has been for the past eight 
years. 


-1 There are a few mountainous suburbs of the federal district where 
the signals of the weakest stations are inaudible. 
do not tabulate ratings of less than one-half of one per cent of the sets 
in use during any one hour. 








A Century of Railway-Building 


in Brazil’ 
By J. FRED RIPPY 


Brazil’s first railway was built exactly a century ago (opened 
for traffic in April, 1854). Brazil’s national domain is three 
times as large as that of any other country in Latin America 
and one of the largest in the world. Yet Brazil’s railroad 
mileage, after a hundred years, is less than 23,000. With an 
area exceeding the area of the United States, excluding Alaska 
and the outlying possessions, by some 200,000 square miles, 
Brazil has a trackage of only a ninth of that in operation in 
the United States. 


Numerous factors account for the difference. Brazil’s popu- 
lation has been much smaller, less than a third as numerous 
as the population of the United States. The contrast in avail- 
able and developed resources is still greater. Brazilians, on 
the whole, are poor, and have been hampered by scarcity of 
coal for railway fuel and for the manufacture of iron and steel 
and by lack of petroleum resources. Brazil’s topography and 
climate are less favorable. Costs of construction, equipment, 
and repairs have been high because of steep mountains and 
tropical floods that have caused washouts and landslides, be- 
cause of the necessity of importing rails, locomotives, and 
other equipment and considerable coal, although wood has 
been widely used for fuel, and because these imports have 
been bought with a currency that has been steadily declining 
in exchange value since 1889 (see Table 1). Railroads in 
3razil, with very few exceptions, have failed to earn operating 
expenses, but the failure can be attributed only in part to 
inefficient railway management or political handicaps, which 
have been limited mainly to some overstaffing, extravagance 


* This survey is based largely upon two sources of information: Stock 
Exchange Year-Book (London, 1880-1947) and Julian Smith Duncan, 
Public and Private Operation of Railways in Brazil (New York, 1932). 
The Year-Book is an investment manual issued annually. 
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in the issuance of passes, a reluctance to permit the raising 
of rates, and budgetary deficits. 

In spite of meager revenues, the government at Rio and the 
various state (formerly provincial) governments have been 
compelled to bear a major part of the costs of railway-building 
and railway-operation, either by subsidizing private companies 
or by construction and operation on government account; and 
this fact, along with the tradition of government intervention 
in economic enterprise handed down from the colonial period, 
explains the drift toward government ownership and manage- 
ment that began in 1865 and continued, with some interrup- 
tions and reversals, until private enterprise has almost been 
excluded. The process was initiated in order to prevent the 
abandonment of bankrupt railroads or in order to build lines 
that private companies could not be induced to build. It was 
accelerated around 1900 because of a financial crisis that arose 
from the obligation to pay subsidies in gold which had to be 
purchased with inflated national currency. Sixty-one per cent 
of Brazil’s railroads were government-owned by the end of 
1914. 

Ultimately, of course, Brazilian passengers, shippers, and 
taxpayers had to foot the bills for the nation’s railways. 
Nevertheless, it is a fact that most of the lines could not have 
been built at the time they were without the aid of foreign 
loans and foreign technicians. The bulk of the loans were 
floated in England, but some bonds were sold in France and 
other European countries and in the United States as well. 
The United Kingdom also supplied a major part of the tech- 
nical skill, although other nations furnished a larger share 
of technicians than of money. 

The fact that the overwhelming majority of railway com- 
panies active in Brazil failed to earn operating expenses and 
still more failed to earn satisfactory profits does not signify 
that almost no Brazilian railroad organizations rewarded those 
who invested in them. As a matter of fact, many of them did. 
This was certainly true of most British companies—at least 
down to 1910, and later in some cases. Government subsidies 
were responsible in nearly every instance. 

According to the South American Journal, the average nom- 
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inal rate of return on the British investment in these railways 
was 4.7 per cent as late as 1913. According to the same publi- 
cation, the nominal rate was 5.7 in 1910; and there is little 
doubt that the average had been as high, if not higher, for 
most years since the investment began (consult Table 2). 
Until shortly after 1900, nearly all of the privately-owned 
railroad enterprises in Brazil were guaranteed a return of 
5 to 7 per cent annually on the major part of their capital. If 
the average yields were not that high, they were reduced by 
the sale of preferred shares and debentures that called for a 
lower rate, or by over-capitalization, or, in a few instances, 
by the failure of Brazilian public authorities, for one reason or 
another, to fulfill the financial terms of the railway contracts. 

The rate of return on the British railroad investment in 
Brazil declined rapidly after 1913, dropping to an average 
of 2.5 per cent by 1925, reaching a low of about 0.6 per cent 
in 1938 and 1939, and never rising higher than 2.1 from the 
last-named year until all the British railways were finally sold 
to the Brazilian national government in the late 1940’s (see 
Table 3). And the experience of capitalists of the United 
Kingdom seems to have been typical. 

The main causes for the shrinking of profits were the ces- 
sation of subsidies, two global wars, the world depression of 
the 1930’s, concurrent exchange difficulties, and the continued 
decline in the exchange value of Brazilian currency. But there 
was still another cause, namely, the immense consolidation 
scheme of an American promoter and plunger named Percival 
Farquhar, whose prudence in the railroad business seems to 
have been impaired by illusions of grandeur. Beginning with 
the organization of the Brazil Railway Company in 1906, 
Farquhar purchased the securities of many a worthless Bra- 
zilian railroad, set investment bankers to selling his engraved 
paper in the leading markets of the world, and, having erected 
a massive and complex corporate structure on sandy founda- 
tions, encountered a financial disaster that not only injured 
British and other foreign investors who succumbed to the 
blandishments of his bondsalesmen but also actually retarded 
the economic development of Southern Brazil. Searching for 
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a good excuse for his failure, Farquhar found it in the Balkan 
Wars and the first World War. But the main cause appears 
to have been his own reckless over-issue of securities and the 
unrestrained spreading of his enterprises all the way from the 
Amazon to the Pacific Coast f South America. A James J. 
Hill or an Edward H. Harriman might have done better. 

Possibly excepting the owners of the San Paulo Railway 
Company, it is likely that British investors were not reluctant 
to part with their railway holdings in Brazil. If Brazilian 
officials, in possession of “‘blocked sterling’? accumulated dur- 
ing the second global conflict, were ready to buy, Britishers 
were ready to sell. Most of their railways had long since 
become unprofitable, like all the railroads in Brazil save some 
of those in the more developed and more densely populated 
sections such as the states of Sao Paulo, Minas Geraes, Rio de 
Janeiro, and perhaps one or two others. 

Will Brazil’s railways become more profitable in the near 
future? That will depend upon Brazil’s economic development 
and change in railway technology. There is a crying need for 
consolidation and standardization of gauges. Many of Brazil’s 
lines are detached from the others and five different gauges 
are in use. The introduction of Diesel locomotives may lower 
the cost of operations in some cases. Electrification may result 
in economies in others. Stabilization of the currency is also 
required. But even more important, perhaps, will be the speed 
of progress in the steel industry and in the manufacture of 
railroad equipment. In order to earn profits, railways must 
haul profitable freight. Hitherto this has been limited mainly 
to coffee, sugar, cotton, and lumber. The addition of other 
commodities, especially iron, steel, metal products, machinery, 
and hardware, should improve the financial prospects of Bra- 
zil’s railroads. 

Is Brazil’s experience typical for underdeveloped tropical 
regions? It probably is. If so, railroading in Brazil may 
furnish at least one argument for cheap technical and financial 
aid to the retarded areas, although the argument may be 
weakened by the heavy tax burdens that now prevail in the 
more highly developed countries. 
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TABLE 1 


DECLINE OF THE BRAZILIAN Milreis IN TERMS OF UNITED STATES DOLLARS! 


Year Dollar Value Year Dollar Value 
1889 54 1910 33 
1890 46 1911 32 
1891 0 1912 32 
1892 24 1913 Oe 
1893 24 1914 29 
1894 .20 1915 .20 
1895 .20 1916 20 
1896 18 1917 20 
1897 16 1918 .20 
1898 15 1919 .26 
1899 15 1920 me 
1900 L9 1921 3 
1901 23 1922 13 
1902 24 1923 10 
1903 24 1924 ‘aa 
1904 .20 1925 AZ 
1905 OL 1926 14 
1906 oo 1927 12 
1907 ol 1928 12 
1908 ol 1929 AZ 
1909 ol 1930 10 


1 These statistics are taken from Duncan, op. cit., p. 183. I have 
ventured to correct what seems to be an obvious error in the exchange 
rate for 1918, changing 65 cents to 25. It will be observed that the rate 
of exchange declined most decidedly in the 1890’s and the 1920’s. The 
shrinkage in the exchange value of Brazilian currency continued after 
1930 and fell as low as 4 or 5 cents in the 1940’s. 
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TABLE 2 

BRITISH INCOME FROM EARLY RAILWAY INVESTMENTS IN BRAZIL 

Company Years Covered Annual Yield 
Alagoas Railway —....... aoe _.... 1882-1901 4.8% (1) 
Bahia and San Francisco ___ ..._... 1875-1900 6.0 
RO UNRUIN RIND co .. 1880-1899 6.0 
Conde d@’Eu - oe ate .. 1876-1900 4.7 
Great Western of Brazil_ : 1873-1900 5.8 
Minas and Rio 1881-1900 6.4 
Recife and Sao Francisco 1875-1900 5.2 
Rio Claro Sado Paulo _ 1890-1904 12.9 (2) 
San Paulo 1876-1900 10.8 
Southern Brazilian Rio Grande 1881-1902 5.6 


(1) These are the rates of return on the par value of ordinary shares 
according to the statistics given by the Stock Exchange Year-Book and 
Stock Exchange Official Intelligence (London). Preference shares 
usually paid 6 per cent and debentures from 5 to 6 per cent. The table 
exhibits only the most profitable companies; four or five others were less 
remunerative, the following being the most important of them: Brazil 
Great Southern; Donna Theresa Christina [sic]; Natal and Novo Cruz; 
and Porto Alegre. Residents of the United Kingdom also purchased the 
bonds of some of the railway companies controlled by Brazilians and 
others. The coupons ran from 5 to 7 per cent, and the debentures were 
purchased for considerably less than par. Those issued by the Mogyana, 
the Paulista, and Western of Minas railways were serviced regularly 
and those of the Sorocabana with fair regularity. The debentures of 
Espirito Santos and Caravellas were not, but British bondholders took 
over the railway in 1897 and sold it to the Brazilian government a decade 
later at a price that enabled them to recoup the major part of their 
investment. 

(2) After two years of operation, the Rio Claro Sao Paulo Railway 
Company sold out for a hundred per cent profit to the Paulista, most of 
the payment being in the form of Paulista bonds that regularly paid at 
the rate of 5 per cent annually. The Brazilian national government 
purchased the properties of ten British railway companies between 1900 
and 1905, paying £16,619,320 in 4 per cent government bonds. Those of 
still another (Porto Alegre and New Hamburg) were purchased by the 
government of Rio Grande do Sul for £202,500 in 7 per cent bonds of that 
state. This left only the following railways in British control at the 
beginning of 1906: Brazil Great Southern; Great Western of Brazil; 
Leopoldina (organized in 1897); Rio Claro (no longer an operating 
company); and San Paulo. But British capitalists rapidly expanded 
their investment, adding seven others to these five by the end of 1913 
and imprudently purchasing rather large blocks of the securities of the 
Farquhar companies. 
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TABLE 3 
BRITISH INCOME FROM RAILWAY INVESTMENTS IN BRAZIL, 1925-19471 


Nominal “Listed” Capital 


Year (millions) Average Return 
1925 £51.3 2.5° 
1926 49.5 2.8 
1927 50.0 3.1 
1928 49.5 3.0 
1929 49.2 3.5 
1930 48.7 3.8 
1931 48.4 2.5 
1932 41.5 1.9 
1933 41.9 1.3 
1934 38.5 2.1 
1935 38.3 1.9 
1936 38.3 2.0 
1937 38.2 1.6 
1938 38.2 0.8 
1939 37.4 0.6 
1940 36.4 0.6 
1941 36.4 1.0 
1942 32.5 2.0 
1943 32.9 1.5 
1944 30.9 2.1 
1945 39.7 24 
1946 31.6 2.0 
1947 o1.9 1.4 


1 Compiled from the South American Journal, Vol. 147, Feb. 4, 1950, 
p. 55. Capital figures are based upon the quotations of the British Stock 
Exchanges at the close of each year. They are probably somewhat too 
high because Britishers held very few “unquoted” securities and did 
not own all the securities admitted to quotation. Since most of the 
quoted securities owned by others were the securities of the unprofitable 
Farquhar enterprises, the figures for rates of return on the par value 
of the capital would be a bit too low. All securities are included at their 
face values, debentures and preferred shares as well as ordinary shares. 
Rates of return in this table are therefore not comparable to the rates 
given in Table 2, which includes only the par value of the ordinary shares. 








Argentine Provincial Tax Systems* 
By ERNEST F. PATTERSON 


The purpose of this article is to describe the tax systems 
of the provinces of the Argentine Republic. Argentina has a 
federal form of government, similar to that of the United 
States. The Constitution delegates certain powers to the 
National Government, and reserves others to the provinces. 
The provinces have forms of government much like the state 
governments in this country, except that the use of the uni- 
cameral legislature is more prevalent in Argentina. 

As in the United States, the sources of general revenue of 
the provinces have undergone several qualitative changes 
since 1930. Previous to this time, the revenues of the prov- 
inces came principally from the property tax, excise taxes 
(impuestos internos), license tax, stamp tax, inheritance tax, 
and natural resources or severance tax. For example, before 
1930 the property tax accounted for from 27 to as much as 
76 per cent of general revenues in the Provinces of Entre Rios, 
Santa Fe, and Corrientes. Internal taxes on tobacco and 
alcohol were next in importance for the first two, bringing in 
from 16 to 27 per cent of the total. The license tax accounted 
for 14 to 24 per cent; the stamp tax, for 9 to 22 per cent. In 
the Province of Corrientes, the second most important tax was 
a tax on the sale of fruits of the province and on transfer or 
sale of cattle, accounting for 10 to 30 per cent of the total. 
License tax accounted for about 8 per cent, and stamp and 
internal taxes for 6 per cent each. In the Province of Santiago 
del Estero during the 1920’s, the most important revenue 
resource was a tax on the exploitation of the extensive forest 
resources of this province. It accounted for 34 to 44 per cent 
of total revenues. The internal taxes accounted for 19 to 24 
per cent; the license tax for 14 to 17 per cent; the property 


* The author gratefully acknowledges a grant from the University of 
Alabama Research Committee which made this study possible. The 
author is assistant professor of economics at the University of Alabama. 
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tax for 8 to 12 per cent, and the stamp tax for around 4 per 
cent. 

Even as late as 1935 Buenos Aires was securing over 45 per 
cent of total tax revenue from the property tax. The inher- 
itance tax, stamp tax, and internal taxes on tobacco and alcoho! 
were next in importance in this province, each accounting for 
10 to 18 per cent of the total between 1922 and 1935. 

Since 1930, the most important change in the tax regimes 
of the provinces has been the increased importance of provin- 
cial participation in the nationally collected income, sales, 
capital gains, excess profits, and unified internal taxes.° For 
example, in 1951 the Province of San Juan received 49.6 per 
cent of general revenues from participation in the above 
national taxes. In the same year, 14.3 per cent came from the 
property tax, 11 per cent from both the license and profitable 
activities tax, and 8.3 per cent from the stamp tax. Minor 
sources of revenue were the inheritance tax, the transporta- 
tion and vehicle tax, and severance taxes on forest develop- 
ment and exploitation of geological products. In the Province 
of San Luis in 1950, 65 per cent of the general revenues came 
from participation in national taxes; 14 per cent from sales of 
government-built housing; 5 per cent from the property tax: 
and 4 per cent from tax on sale of electricity. In the same 
year in the Province of Cérdoba, participation in national 
taxes accounted for 47 per cent of general revenues, the prop- 
erty tax for 16 per cent, stamp tax for 16 per cent, and license 
tax for 6 per cent. In Tucuman in 1952 participation in na- 
tional taxes accounted for 43.5 per cent of total resources 
(including national subsidy for schools). The property tax 
produced 20 per cent of the total, the license tax, 10 per cent, 
and the stamp tax, 9 per cent.* 

1 Revista de Economia Argentina, Ano XI, Tomo XXII (Abril, Mayo, 
and Junio, 1929), pp. 323-4, 389-90, and 473-4; and Ano XXII, Tomo 
XXVI (Marzo, 1931), pp. 214-5. 

* See Ernest F. Patterson, “The Tax System of the Argentine National! 
Government,” National Tax Journal, V, No. 31 (September, 1952), 
pp. 267-74. 

3 Anales de Legislacién, Vol. IX-B, 1949, p. 2163; Ano X, No. 20 
(Junio 30, 1950), pp. 27-8; Ano XI, No. 17 (Junio 15, 1951), p. 18; and 
Ano XII, No. 18 (Julio 7, 1952), p. 12. 
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In Buenos Aires, participation in national taxes is not as 
significant as in the other provinces. It is, though, the most 
important single source of general revenue, accounting for 
24.7 per cent of the total in 1950, followed closely by stamp 
tax with 20.1 per cent, and the property tax with 17.8 per cent. 
The profitable activities tax accounted for 10.4 per cent, and 
the inheritance tax for 6 per cent. The relative importance 
of the stamp and property taxes is due to the fact that a large 
percentage of total business of the country is transacted in this 
populous and wealthy province, and to the vast expanse of 
high-valued property within the province.* 

The above indicates that the most important provincial 
taxes are the property tax, the stamp tax, the license tax, the 
tax on profitable activities, the inheritance tax, and the sev- 
erance or natural resources tax. In addition, there are nu- 
merous minor sources of revenue such as fees for registration 
of livestock marks and brands, tax on horse races, tax on sale 
of electricity, fees for measuring land, admission taxes, and 
the like. The essential features of these taxes in representa- 
tive provinces will be described below. 

Property Tax. All the provinces have levied property taxes 
from their establishment, since these taxes were considered 
to be direct taxes, and hence among those reserved to the 
provinces.* Different names have been used from time to time. 
The first and most widely used was “direct contribution,” and 
this term is still used in a few provinces. Around the turn 
of the century, some of the provinces began to use the term 
“land tax,” and some to use “immovable tax.’’ None of the 
taxes have been general property taxes as they are known in 
the United States, the tax being levied on land and improve- 
ments only. Until about thirty years ago, the rates, which 
were, and are, expressed as a per cent per 1,000 pesos valua- 
tion, were proportional and uniform. The tax base was the 
monetary value of the land as shown in the respective Provin- 


* Provincia de Buenos Aires, Ministerio de Hacienda, Economia y Pre- 


vision, Boletin Estadistico, Ano V (ler Trimestre, 1951), pp. 50-53. 


’ See Patterson, “The Tax System of the Argentine National Govern- 
ment,” op. cit., p. 261. 
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cial Property Register, plus the actual cost of the improve- 
ments.® 

About thirty years ago several provinces began to make 
some significant changes in the characteristics of the prop- 
erty tax. There has been, and to a considerable extent still is, 
a concentration of ownership of land in Argentina. There was 
also a high degree of absentee ownership, especially by land 
companies. Several of the reforms instituted were aimed at 
the latifundia and absenteeism. The changes took the form 
of establishing progressive rates for the property tax, and 
recharges or penalties for large holdings, plus additional taxes 
for absentee owners—the latter providing higher rates for 
corporations than for individuals. 

Today, the Province of Cérdoba taxes urban property at 
7% per 1,000 pesos valuation. Rural property, on the other 
hand, is taxed with a progressive scale that begins with 414% 
per 1,000 pesos valuation for properties up to 5,000 pesos, and 
reaches to 20% per 1,000 pesos for properties valued over 
3,000,000 pesos. In both cases there is an “additional” tax 
equal to 10 per cent of the tax resulting from applying the 
proportional and progressive rates. The “additional” tax for 
absenteeism begins at 1% per 1,000 pesos valuation for prop- 
erties valued between 50,000 and 100,000 pesos, and reaches to 
6°7 per 1,000 pesos for properties valued over 1,000,000 pesos.* 

In the Province of Salta all immovables and real property 
situated in the territory of the province is subject to payment 
of a land tax or direct contribution. The rates are progressive. 
For undivided urban estates, the rates begin at 2% per 1,000 
pesos valuation for properties valued at 10,000 pesos or less, 
and reach to 20° per 1,000 pesos for properties valued over 
10,000,000 pesos. For undivided rural estates, the rates begin 
at 3% per 1,000 pesos for the first category, and reach to 21% 
per 1,000 pesos for the latter category. Unoccupied and 


© Mario A. de Tezanos Pinto, ‘Los Elementos Objectivos y Subjectivos 
del Impuesto Inmobiliario en la Republica Argentina,” Revista de la 
Facultad de Ciencias Econémicas (Universidad de Buenos Aires), Afio V, 
Nos. 49-50 (Noviembre-Diciembre, 1952), pp. 1027-30. 

7 Anales de Legislacion Argentina, Ano XIII, No. 1 (Febrero 16, 1953), 
pp. 4-5. 
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partly-occupied urban properties pay a recharge that ranges 
from 0.25 times the tax liability to 4 times the tax, depending 
upon the city in which located, and the amount of public utili- 
ties furnished. For example, if the property is located in the 
capital city of Salta, no public utilities being furnished, and 
no buildings on the property, the recharge is 4 times the tax 
liability. If water, sewage, and paving is furnished, and the 
area is from 10 to 20 per cent occupied, the recharge is only 
one times the tax liability. The smaller recharges apply in 
cities other than the capital. The rural properties of areas 
not greater than 600 square meters that have been abandoned 
or are not exploited pay a recharge equal to three times the 
tax liability. Corporations and partnerships with shares pay 
a recharge of 25 per cent of the tax. The tax is paid in two 
semi-annual payments due on dates fixed annually by the 
Executive Power. The taxpayers who do not pay on or before 
the date fixed, are charged a penalty equal to 1 per cent 
monthly on the amount of unpaid tax.* 

The Province of Santa Fe has a progressive property tax 
scale, and also progressive recharges as the table below shows. 


Recharges for 


Basic Unoccupied 
Quotas Rate Corporations Absenteeism Lands 
Up to 30,000 pesos 4 — — — 
Up to 60,000 “ 5 2 2 2 
Up to 100,000 “* 6 3 3 2 
Up to 150,000 “ 7 3 3 3 
Up to 200,000 “ 9 3 4 3 
Up to 300,000 “ 11 4 4 3 
Up to 400,000 ‘“* 3 4 5 4 
Up to 500,000 ‘“ 15 4 5 4 
Up to 750,000 “ 17 4 6 4 
Up to 1,000,000 “ 19 5 6 5 
Up to 2,000,000 “ 21 5 7 6 
Up to 3,000,000 “* 23 6 7 7 
Over 3,000,000 ‘* 25 6 8 8 


Source: Mario A. de Tezanos Pinto, “Los Elementos Objectivos y 
Subjectivos del Impuesto Inmobiliario en la Republica Argentina,” 
Revista de la Facultad de Ciencias Econémicas (Universidad de Buenos 
Aires), Ano V, Nos. 49-50 (Noviembre-Diciembre, 1952), p. 1058. 


8 Ibid., Ano XI, No. 32 (Octubre 5, 1951), pp. 24-5. 
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Besides the basic tax and recharges, there are two “addi- 
tional” taxes, one on rural property and one on urban prop- 
erty. The rate for both taxes is 2% per 1,000 pesos valuation, 
and applies on rural properties when the area is over 2,500 
hectares, and on urban properties when the value exceeds 
750,000 pesos. 

The Province of Entre Rios follows the practice of Santa Fe 
in establishing its additional tax rate on the basis of area 
for rural properties, except that the rates in the former are 
progressive instead of proportional. The basic tax rate is also 
progressive, being 4% per 1,000 pesos valuation for prop- 
erties with value up to 13,000 pesos, and reaching to 25% per 
1,000 pesos for properties valued above 1,950,000 pesos. The 
additional tax rate begins at 2% per 1,000 pesos valuation 
when the area is between 1,000 and 2,000 hectares, and reaches 
to 15% per 1,000 pesos when the area is over 20,000 hectares. 
The rural property is classified into two categories: (1) zone 
of firm land without flooding, and (2) zone of firm land with 
flooding. Property located in the second zone is exempt from 
the additional tax. The recharge for absenteeism is 50 per 
cent of the tax liability.® 

The rich and large Province of Buenos Aires taxed property 
with a single proportional rate up to 1932. In this year a pro- 
portional additional rate was applied, which remained in effect 
until 1937. In the latter year, the additional rate was made 
progressive, but the rates were quite modest, ranging from 
0.10% per 1,000 pesos valuation up to 0.80% per 1,000 pesos. 
In 1942, the governor of the Province proposed to establish an 
additional tax based on area and with a progressive rate. He 
pointed out that at that time 272 persons owned 1/6 of the 
total area of the province. The tax law of 1947 established 
the property tax with a progressive scale that began with 
6% per 1,000 pesos valuation when the value was less than 
50,000 pesos, and reached to 24% when the value exceeded 
3,000,000 pesos. There was also established an additional tax 
with a progressive scale which began with 6% per 1,000 pesos 


9 de Tezanos Pinto, “Los Elementos Objectivos y Subjectivos del Im- 
puesto Inmobiliario en la Republica Argentina,” op. cit., pp. 1057-58. 
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valuation for properties between 5,000 and 10,000 hectares of 
area, and reached to 16% when the area was over 30,000 
hectares. Since it was seen that the additional tax based on 
area resulted in tax inequality because of the variation in fer- 
tility of soil throughout the province, it was provided that the 
additional tax would be modified in the following cases: 

a) When the valuation of the property does not exceed 
500,000 pesos, there will be applied 50 per cent of the 
corresponding rate; 

b) When within the total property of the same proprietor 
there are properties with a valuation of less than 50 
pesos per hectare, the rate for these will be 3% per 1,000 
pesos whatever is the rate for the whole property ; 

c) When there are properties among the total with value 
of less than 100 pesos per hectare, the rate will be 4% 
per 1,000 pesos; 

d) When there exists properties with valuation greater 
than 300 pesos per hectare, the rate will be increased 
for these properties by 2° per 1,000 pesos, whatever 
is the rate corresponding to the whole; 

e) When there exists properties with valuation over 600 
pesos per hectare, the rate will be 4% per 1,000 pesos, 
whatever rate for the whole; 

f) When there exists properties with valuation over 1,000 
pesos per hectare, the rate will be 6% per 1,000 pesos, 
whatever is the rate for the whole. 


Besides the above taxes, the law established a recharge of 
25 per cent of the tax liability for corporations and partner- 
ships with stock, and the same for absenteeism.'° The 1951-52 
law increased the progressive basic rate by 1% per 1,000 pesos 
valuation for each tax bracket, but provided for a reduction 
of 1% per 1,000 pesos for occupied lands in urban and sub- 
urban areas affected by rates or fees for municipal services or 
utilities. The additional tax remained as above. 

The establishment of a tax on absentee ownership posed the 
problem of defining ‘‘absenteeism.” All the provinces consider 
as absenteeism the residence in foreign countries during a cer- 
tain period, and do not consider the residence in other prov- 
inces or the Federal Capital as being absenteeism. The fiscal 


10 Provincia de Buenos Aires, Ministerio de Hacienda, Economia y 
Prevision, Codigo Fiscal y Ley Impostiva para 1948, pp. 89-90. 
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code of the Province of Buenos Aires considers as absentees 
the following: (1) persons that permanently or temporarily 
reside in foreign countries, except employees of the govern- 
ments of the nation, provinces, or municipalities, and (2) legal 
entities with directors or principal seat of business in foreign 
countries, even though they have local administrators or 
directors. The fiscal code of Entre Rios considers as absentees 
those persons or legal entities domiciled in foreign countries, 
and those persons who absent themselves from the country 
for more than six months in the year of payment of the tax. 
The Province of Cérdoba considers as absentees those persons 
who reside permanently in foreign countries, and those who 
reside temporarily in foreign countries for more than one and 
one-half years. The Provinces of Entre Rios and Santa Fe 
do not exempt the employees of any level of government from 
the absenteeism tax. 

Two other reforms in the provincial property tax laws that 
have occurred since 1900 are exemption of improvements and 
of small properties (homestead exemptions) from the tax. 
The first reform came about as a result of the diffusion of the 
ideas of Henry George in Argentina just after the turn of the 
century. Between 1914 and 1920, the Provinces of Cérdoba 
and Entre Rios passed tax laws which exempted all improve- 
ments on farm and ranch land from inclusion in the valuation 
of the property for purposes of paying the property tax. 
Presently, in the Province of Entre Rios all improvements on 
rural lands—rural property is defined as that situated outside 
cities and towns and their ejidos—except the dwelling of the 
owner, which is given a 50,000 pesos exemption, are exempt 
from the property tax. Previous to the most recent reform 
of the property tax law of the Province of Santa Fe, urban 
and rural properties were taxed with different taxes. Both 
were taxed on the value of the land with a progressive scale 
which began with 4% per 1,000 pesos valuation and reached 
to 11% per 1,000 pesos when the valuation was in excess of 
1,000,001 pesos. In urban areas only there was an additional 
tax on buildings and improvements which began at 3% per 
1,000 pesos when the value of the improvements was less than 
20,000 pesos and reached to 9% per 1,000 pesos when the 
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value exceeded 1,000,001 pesos.1! The present law, which 
established the rates given in the table above, provides that 
“the basic rates ... will be applied on the sums of the val- 
uation of the land and buildings for urban properties, on the 
sum of the value of the land and the building destined for the 
home, with exclusion of the improvements destined to the 
cultivation of the land or to industrial exploitation, in the sub- 
urban areas, and on the value of the land, with exclusion of 
all improvements, in the rural zones.” 

The exemption of small properties from the property tax 
is the most recent reform in the provincial property taxes. 
The exemptions usually apply to owners of property of a fixed 
maximum value, who do not have other property, and who 
reside on the property, if urban, or exploit it, if rural. Some 
provinces also exempt the property of widows, aged, spinsters, 
minors, orphans, invalids, etc. The Provinces of Santa Fe and 
Buenos Aires exempt from all basic and additional rates al! 
properties, urban or rural, inhabited by their owners, whose 
value does not exceed 15,000 pesos. One law of the Province 
of Entre Rios exempted from the property tax all rural prop- 
erties of less than 20 hectares if they were occupied and 
worked by the owner, and all urban properties of less than 
2,000 pesos valuation if they were inhabited by the owner, and 
he did not possess other property. Presently, in Entre Rios, 
only properties valued up to 10,000 pesos and belonging to 
aged persons, single women, or widows who do not receive 
pensions, are exempt from payment of the property tax. In 
the Province of Cérdoba, property valued at less than 10,000 
pesos if urban, and 4,000 pesos if rural, and belonging to 
orphans, widows, spinsters, invalids, and aged, is exempt from 
payment of the property tax, provided it is occupied by the 
owner, and he or she does not exercise any profession or work 
that produces income, or does not receive a pension. Also, all 
rural properties that do not exceed 300 hectares in area or 
10,000 pesos in value, that are worked personally by the 
owner, who is willing to meet conditions which the Executive 
Power determines that tend to develop and improve the ranch- 


11 [bid., pp. 1041-48. 
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ing and farming industry of the province, are exempt from 
the property tax. In the Province of Salta there is a 30 per 
cent exemption for properties whose fiscal valuation does not 
exceed 10,000 pesos, and which are destined exclusively for 
use by the owner and his family. Besides these exemptions, 
the property of churches, hospitals, asylums, schools, libra- 
ries, mutual savings societies, cooperatives, labor unions, 
sports organizations, and the like, is exempted from payment 
of the property tax in all the provinces. 

Stamp Tox. All the provinces levy stamp taxes similar to 
the one levied by the National Government in the Federal 
Capital and the National Territories. The fiscal code of the 
Province of Buenos Aires establishes that “all acts, contracts, 
and operations of onerous character that are realized in the 
territory of the province will pay the stamp tax.” Also, all 
the above that are realized outside the province that have to 
be negotiated, executed, or completed in the territory of the 
province are subject to the tax. All insurance contracts that 
cover risks on things situated or persons domiciled in the 
province are subject to the stamp tax. The acts, contracts, 
and operations realized by letter or telegraph are subject to 
the tax from the time the offer is accepted.'* 

Similarly, the tax law of the Province of Cordoba establishes 
that all documents signed in the province, or to be fulfilled or 
paid in it, that contain obligations referring to money, that 
concern interest in a right, will pay the stamp tax in the form 
and manner in which the law determines. The tax is to be 
paid in stamped paper, or in treasury stamps, which, to be 
valid must be stamped by the Bank of the Province of Cérdoba, 
or the General Office of Incomes." 

The universal practice is to establish both fixed and pro- 
portional taxes. The Cérdoba law provides that the propor- 
tional taxes will be liquidated on the cash value of the opera- 
tion, act, or contract, except when it involves the transfer of 
land and buildings for less amount than the fiscal or juridical 


> 


12 Provincia de Buenos Aires, Ministerio de Hacienda, Economia y 


Prevision, Codigo Fiscal y Ley Iinpositiva para 1948, p. 33. 


13 Anales de Leyislacion Argentina, Vol. IX-B, 1949, p. 2138. 
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valuations, in which case it will be liquidated on the higher 
value. The law further provides that in the case of life income, 
rights of usufruct, use of habitation, and the like, the value 
to be taken for applying the tax will be an amount equal to 
ten times a year’s income, or if this is not available, the annual 
income will be considered to be 5 per cent of the fiscal val- 
uation. In the transfer of bare property, the tax will be 
liquidated on the fiscal value. On loan contracts guaranteed 
with mortgages on property situated outside of the province, 
the tax will apply only on the fiscal value of the property 
located in the province. Companies existing outside the prov- 
ince will only pay the tax when, with the view of establishing 
a branch or agent within the jurisdiction of the province, they 
register contracts in the Public Register of Commerce, and 
the tax will be liquidated only on the capital assigned to such 
branches in the contract. On contracts of concession, the tax 
will be liquidated on the value of the same. On contracts of 
lease or sublease of property of no fixed time, the tax base 
will be the amount of two years’ rent, if the property is des- 
tined for business, and the rent for 114% years, if destined for 
habitation. 

The following proportional rates taken from the stamp tax 
laws of several of the provinces are typical of the rates estab- 
lished and the type of acts taxed in all the provinces. The 
usual practice is to establish proportional rates for general 
acts, then for commercial and banking operations, and lastly, 
for insurance company operations. The Province of Buenos 
Aires, for example, fixes a proportional rate of 10 per cent 
for acquisitions of ownership as result of judicial decisions; 
of 10%% per 1,000 pesos on all concessions, and prolongation 
of same, granted by any governmental authority; of 9% per 
1,000 pesos on all contracts dealing with real estate that 
involve purchase-sale, barter, transfer of ownership to onerous 
title, or purchase-sale of bare property; of 614% per 1,000 
pesos on mortgages, prolongation or increase of same; 6% 
per 1,000 pesos on contracts dealing with real estate that con- 
cerns constitution of joint ownership, of real right of usufruct, 
of use or habitation, of right-of-way, of anticresis; 4% per 
1,000 pesos on all acts, etc., of cession of stocks and rights, of 
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transactions, and sale of commercial establishments; 3% per 
1,000 pesos on the contracts of purchase-sale of livestock, on 
transfer of livestock as contribution of capital in corporations 
or companies, on transfers of livestock to onerous title spe- 
cifically instrumented, and on contracts of capitalization or 
saving; 2% per 1,000 pesos on indorsements of agricultural 
loans, letters of exchange, on transfers of commodities or 
movable goods, operations of financing, operations of guaran- 
tee, operations of endorsement, lease or sublease of real estate 
and personal property, lease of services, and the like; 1% per 
1,000 pesos on purchase-sale of fruits of the country, opera- 
tions in the livestock markets, and on receipts instrumented 
by public writ; and 14% per 1,000 pesos on the total or partial 


= / 


cancellation of mortgage or any real right. 
The commercial and banking operations are subject to the 
following rates: 


(1) 2% per 1,000 pesos on the following taxable acts: 

a) for the obligations to pay sums of money 

b) for the letters of exchange 

c) for sight drafts and orders of payment over 5 days 
duration 

d) for the issue of stock not subject to drawing by 
legal entities 

e) for the transfer of stocks cited in the above 

f) for each period of 90 days on the advances on cur- 
rent account that draw interest 

g) for each period of 90 days on overdrawn accounts 
that draw interest 

h) for time deposits 

i) for saving deposits that draw interest 


(2) 0.50% per 1,000 pesos on the following taxable acts: 
a) for the receipts consigned in private instruments 
b) for letters of payment consigned in private instru- 
ments 
c) for whatever act that makes manifest the receipt of 
a sum of money consigned in a private instrument 
d) for the accounts and invoices of sale of commodities 
or movable goods 
(8) 0.20% per 1,000 pesos for the obligations that result 
from credits accorded for purchase of commodities or 
by banking discounts—specifically instrumented— 
whose payment must be effected in monthly payments, 
except those cited in f) and g) of (1) above. 
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The Province of Buenos Aires follows the usual practice of 
establishing a graduated stamp tax for operations of insurance 
companies. Thus, for insurance contracts of less than ten 
years, the stamp tax is 0.15 pesos when the value of the con- 
tract is from 100 pesos to 1,000 pesos, and reaches to 3 pesos 
when the value is between 15,000 and 20,000 pesos. For each 
5,000 pesos or fraction thereof over 20,000 pesos, the tax 
increases by 0.75 pesos. In the case of policies of longer than 
ten years, the tax begins at 0.50 pesos when the value of the 
contract is from 100 pesos to 1,000 pesos, and reaches to 
5 pesos when the value is between 5,000 and 10,000 pesos. 
For each 1,000 pesos or fraction over 10,000 pesos, the tax 
increases by one peso. 

The stamp tax law of the Province of Mendoza establishes 
a rate of 1% per 1,000 pesos for each 30 days or fraction on 
the total credits accorded in current account by banks, on time 
deposits, and on each capitalization or saving bond. A tax of 
3% per 1,000 pesos is levied on letters of exchange, drafts, 
checks, letters of credit, orders of payment drawn on foreign 
entities or persons. A tax of 4% per 1,000 pesos is levied on 
all contracts or documents with periodic payment obligations 
drawn between individuals and commercial establishments. 
The following acts or contracts pay 5% per 1,000 pesos: 

Obligations drawn at sight or without time of maturity; 
mortgages, original granting as well as prolongation, cesion, 
or increase; barters, paying the tax on one-half of the amount 
formed by the sum of the value of the goods that are bartered; 
all transfers of rights and stocks; pawn contracts of what- 
ever nature; the sales or transfers of businesses or shares of 
stock; lease contracts; contracts of life-insurance income and 
usufruct; all division or adjudication of inherited goods; and 
all acts, contracts, or obligations not taxed with an expressly 
determined tax by the law. A tax of 8% per 1,000 pesos is 
levied on the transfer of ownership of real estate, and on the 
subscribed capital of corporations. All receipts that credit 
payment of money or in kind are taxed with a progressive 
schedule that begins with 0.10 peso for amounts between 20 
and 100 pesos, and reaches to 2.00 pesos for amounts over 
10,000 pesos. All accounts or invoices that credit the receipt 
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or sale of commodities pay the same type of tax, except the 
tax for amounts over 10,000 pesos is three pesos. All lottery 
ticket premiums pay according to a progressive scale that 
begins with 0.20 peso when the amount involved is between 
20 and 100 pesos, and reaches to 15 pesos when the amount 
is over 100,000 pesos. 

The Province of Jujuy fixes a proportional stamp tax of 
10% per 1,000 pesos on (1) all concessions granted by public 
authority, (2) on all prolongation of the concessions, (3) on 
all contracts by which ownership of real estate is transferred, 
and (4) on all public instruments through which is constituted 
or extended any real right on real estate. A tax of 3% per 
1,000 pesos is levied on (1) the public instruments which 
constitute, extend, or increase mortgages, (2) transfers or 
sales of commercial establishments, (3) transfers of busi- 
nesses as contribution of capital stock in the contract estab- 
lishing a company, (4) contracts of lease or sublease of real 
estate, (5) capitalization and saving bonds issued in the 
province, and (6) all other acts, contracts, etc., that are 
granted by public or private instrument. A tax of 2% per 
1,000 pesos is levied on (1) obligations to pay sums of money, 
(2) bills of exchange, orders of payment and their endorse- 
ments, (3) drafts and banking orders of payment of more 
than 5 days sight, (4) the issue of stock not subject to drawing 
by legal entities, (5) each period of 90 days on advances in 
current account that draw interest, (6) time deposits, and 
saving deposits that draw interest. Insurance contracts under 
ten years duration pay a progressive tax beginning with 0.15 
pesos for amounts under 1,000 pesos, and reach to 3 pesos for 
amounts between 15,000 and 20,000 pesos, with the tax in- 
creasing by 0.75 peso for each 5,000 pesos or fraction over 
20,000 pesos. The tax on contracts over ten years begins at 
0.50 peso for amounts under 1,000 pesos and reaches to 5 pesos 
for amounts between 10,000 and 15,000 pesos, with the tax 
increasing by 1% per 1,000 pesos or fraction of the amount 
over 15,000 pesos. 

Besides these proportional taxes, the stamp tax laws levy 
fixed rates for almost every conceivable type of act that has 
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any kind of written or printed document associated with it, 
or that requires the intervention of or action by a public 
official. The rates range from 5 centavos for such things as 
bank checks, and the like, to as much as 1,000 pesos for all 
requests for concession of notary public in certain partidos 
(local territorial divisions) of the Province of Buenos Aires. 
A detailed list of all the actions reached by the fixed rates of 
the stamp tax laws of the various provinces would run to 
dozens of pages. Some samples selected at random from sev- 
eral of the laws follow. Acts of onerous character whose 
taxable amount is not able to be determined. Certificates of 
transfer of livestock—the rates on cattle are higher than on 
sheep and hogs, and also frequently higher on male animals 
than on females. On each page of company charters when 
the amount of capital is not able to be determined. On each 
page of all documents taxed with a certain minimum tax, and 
on each page of all notarized documents. On requests for 
opening or closing of roads when the action is for the sole 
benefit of the requestee. On first page of requests presented 
before public authorities for granting of concessions or privi- 
leges. On each page of judicial proceedings, actions, and judg- 
ments—the tax on actions of lower courts is less than that on 
higher court actions, and in addition to the fixed tax, if the 
judgments involve sums of money, an additional proportional 
tax is levied. On all actions involving granting of commis- 
sions, dissolution of companies, revoking of will or gift, grant- 
ing of power of attorney, designation of administrator, 
appointment of a guardian, and the like. Fixed stamp taxes 
are paid for all actions of such administrative offices as Gen- 
eral Office of Property Census, General Register, Public Reg- 
ister of Commerce, General Archive, Civil Register, and others, 
which involve such things as marriage, birth, baptism, death 
certificates, professional titles or licenses, registration of live- 
stock marks and brands, issue of family passbooks, and the 
like. In short, almost every possible act, contract, and opera- 
tion in which an individual or business might be involved is 
reached by the provincial stamp taxes. It is not surprising, 
then, that this tax has been, and is, of such large importance 
in the tax regimes of the provinces. 
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License and Profitable Activities Taxes. The provincial 
license taxes (impuesto de patentes), which levied a fixed fee 
for the privilege of doing business in the territory of the re- 
spective province, have recently been transformed, in several 
provinces, into profitable activities taxes (impuestos a las 
actividades lucrativas). The latter tax is rapidly coming to 
be solely a proportional tax on gross receipts in some of the 
provinces. Other provinces levy proportional taxes on gross 
receipts for certain classes of business, but retain the fixed 
license fee for other types. Some of the provinces still retain 
the name license tax even though the tax has been transformed 
into a profitable activities tax. In those provinces where the 
tax is solely or largely on gross receipts, the only license tax 
remaining is the vehicle license tax. In some provinces, 
notably Buenos Aires, Tucuman, and San Juan, the levying 
and collection of the vehicle license tax is done solely by the 
municipal (local) governments. 

The fiscal code of the Province of Buenos Aires provides that 

For the exercise of whatever commerce, industry, profes- 

sion, office, business, or habitual profitable activity in the 

Province of Buenos Aires, there will be paid an annual tax, 

the rate of which will be fixed by the annual tax law. ... The 

tax will be paid on the total amount of the annual gross 
receipts received in the year before the payment of the tax. 

. . . Gross receipts will be considered to be the total sum 

received from the sale of products, or remuneration received 

for services, or payments in retribution for profitable activ- 
ity exercised in the Province. There will not be computed 
in the taxable gross receipts: 

a) The amount of the national and provincial taxes that 
fall in direct form on the product, increasing the 
intrinsic value of the commodity, and that have been 
paid by the manufacturer or wholesaler registered 
especially for the payment of the tax in the respective 
repartition ; 

b) The discounts and allowances that the sellers allow 
up to a sum that does not exceed 10 per cent of the 
amount of the commodity sold. 


The mere purchase in the province of agricultural or 
range products produced in its territory in order to indus- 
trialize or sell them outside of it, will be considered as 
profitable activity liable to the tax. In this case, there will 
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cial be computed as gross receipts obtained in the province, the 
| fee total value of the products acquired. 
> re- The following will not constitute profitable activities 
eral taxed with the present tax: 
las a) The manual or intellectual labor and whatever other 
activity exercised with fixed or variable remuneration, 
g to in conditions of dependency, for another’s account; 
: me b) The agricultural and range exploitation. 
oad All profitable activities whose gross receipts are less than 
oie 10,000 pesos are exempt from the present tax. 
mail The 1948 tax law of the province established a basic rate of 
. the 4% per 1,000 pesos of gross receipts. Certain businesses were 
. tax allowed deductions ranging from 10 per cent of the tax liability 
neces, up to 80 per cent. For example, manufacturers of agricul- 
ying | tural machinery and implements, makers and sellers of burlap 
> the and other fabric bags, slaughter houses, dairies, fruit stores, 
greengrocers, and sellers of coal, wood, bread, and pastries 
that were allowed a 30 per cent deduction. A 40 per cent deduc- 
tion was allowed to caterers who were not slaughtermen, flour 
— mills, makers of spaghetti, bakeries, and boarding houses. 
| tax, Slaughtermen, tanneries, wholesale tobacco sellers, buyers or 
. The collectors of fruits of the country (except cereals and olea- 
FYOSS gineous plants), insurance companies, construction and evacu- 
> tax. ating companies of all types, authorized sellers of lottery 
i tickets who sell no less than 5/10’s of sales by drawing of 
activ- certificates of the Popular Saving Fund of the province, and 
puted theatres destined to showing artistic works received a 50 per 
cent deduction. A 60 per cent deduction was allowed to whole- 
; that sale food and drink dealers, makers of cellulose and paper, 
x the printers, wool washers, and cafes, bars, etc., in the interior 
bose of companies, factories, or clubs that are not run by conces- 
octive sionaires. A 70 per cent deduction was granted to creameries 
and makers of butter and cheese, to makers of candles, soap, 
allow and stearine, to buyers and collectors of fruits and vegetables 
of the of the province who sell same within the province, and to hide 
salters. Finally, an 80 per cent deduction was allowed to 
‘al or buyers and collectors of cereals and oleagineous plants. 
ye The law also provided for recharges for certain types of 


e will businesses. A recharge of 100 per cent of the tax liability 
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was levied on companies that issue or place sorteable bonds, 
on agencies for lottery tickets that sell less than 5/10’s of cer- 
tificates of the Popular Saving Fund of the province, and on 
agents and distributors of Argentine movie films. A recharge 
of three times the tax was levied on banks and other institu- 
tions that lend money; on mortgage companies with seat in 
the province; on amusement parks with mechanical players; 
on movies, salons, and dance halls where admission is charged; 
on sublease of houses; with or without movables; and on 
lottery agencies that do not sell any of the above certificates. 
A recharge of six times the tax was levied on auction sellers; 
on commercial agents or representatives for sale of com- 
modities; on commission houses; on persons or legal entities 
that administer urban or rural real estate; on intermediaries 
in the purchase-sale of real estate and in the placing of money 
in mortgages; on commercial advertising; on lease or sub- 
lease of movie films; and in general all profitable activities 
that involve receiving commissions and allowances as form 
of retribution for services. A recharge of ten times the tax 
was levied on the purchase or sale of personal property, and 
secondhand articles. A recharge of 15 times the tax was levied 
on personal finance companies and pawnbrokers who lend 
money with or without mortgage or other security. Finally, 
corporations and partnerships with stock pay the basic tax 
with a recharge of 10 per cent. 

An almost identical tax was levied in the city of Buenos 
Aires in 1949, and since the two jurisdictions are economically 
and geographically closely related, so that businesses situated 
in one are almost certain to do considerable business in the 
other, the result has been considerable double taxation. Re- 
cently there has been an agreement reached between the two 
jurisdictions with a view of eliminating this tax injustice. 
The important provisions of the agreement are as follows: 

Article 1—The profitable activities to which the present 
agreement refers are those which are exercised—in one, in 
several, or in all their stages—in both jurisdictions, but 
whose gross receipts, originating through a single process, 
economically inseparable, ought to be attributed jointly to 
the two. 
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Article 2—Save that provided for particular cases in the 
following articles, each Treasury will tax, of the total gross 
receipts originated by the activities that are the object of 
the present agreement, the proportional part of the effected 
expenditures supported in its jurisdiction when any of the 
following circumstances is verified: 

a) the industrialization takes place in one jurisdiction 
and the commercialization in the other, either totally 
or partially; 

b) all the stages of industrialization and commercializa- 
tion take place in one jurisdiction, but the direction 
or administration is exercised in the other; 

c) the principal seat of the profitable activity is in one 
jurisdiction, and there is effected regular sales or 
purchases in the other through the intermediary of 
agents, branches, etc. The accidental, purchase by 
mail, or in any form that does not amount to a regular 
activity, will not be considered as a taxable activity 
in the jurisdiction in which realized. 

Article 3—In the cases of construction companies that 
have head office in one jurisdiction and execute works in 
another, the same criteria as above will be followed, except 
any amount in concept of salaries to engineers, architects, 
etc., in the employ of the business cannot be deducted from 
gross receipts. 

Article 4—In the cases of insurance, capitalization, and 
saving companies that exercise activities in both jurisdic- 
tions, there will be taxed in each one of them that part of 
the premiums, quotas, or contributions that amount to a 


_remuneration for their services, the income of securities, 


and whatever other investment of their reserves, in propor- 
tion to the expenditures supported in it. The income from 
real estate will be taxed in the jurisdiction in which the 
same is located. 

Article 5—In the cases of banks whose principal seat is 
in one jurisdiction, but which have branches in another, 
each Treasury will tax the gross receipts of the establish- 
ments situated in its jurisdiction. 

Article 6—In the cases of transportation companies that 
exercise their activities in both jurisdictions, each one will 
tax that part of the gross receipts corresponding to the 
passengers and freight contracted in it. 

Article 7—In the cases of the liberal professions exercised 
by persons that have their offices in one jurisdiction, and 
exercise activities in the other, each jurisdiction will tax 
one-half of the salaries provided by these activities. 
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Article 8—In the cases of auctioneers, commissionists, 
etc., that have central office in one jurisdiction, and operate 
in the other, each Treasury will tax one-half of the gross 
receipts of these operations. 

Article 9—In the cases of mortgage lenders that are not 
organized in form of businesses, and that have their domi- 
cile in one jurisdiction, and the guarantee is constituted on 
real estate in the other, each jurisdiction will tax one-half 
of the gross receipts originated by these operations. 

Article 10—The expenditures that are mentioned in Ar- 
ticles 2, 3, and 4, and that must serve as the base for dis- 
tributing the gross receipts between both jurisdictions, are 
those that originate through the exercise of the activity 
taxed. Also computed as expenses: wages and salaries, 
fuel, repair and conservation, rent, insurance premiums, 
advertising, interest, taxes, and the amortizations allowed 
by the income tax law. The cost of raw materials and com- 
modities will not be considered as expenses.'* 


The Province of Tucuman continues to use the term “license”’ 
for the above type of tax. The law provides for two categories 
of licenses: (1) licenses for general activities, and (2) a spe- 
cial regime for the sale of alcoholic drinks. The licenses in 
the first category are levied on the volume of gross receipts 
received in the twelve months prior to payment of the tax. 
The rates are proportional and range from 3% per 1,000 pesos 
to 30% per 1,000 pesos, depending on the type of business. 
Besides these basic rates, there are several additional rates. 
For businesses that pay a 3% basic rate, and have gross 
receipts between 200,000 and 500,000 pesos, there is an addi- 
tional tax of 25 per cent of the basic rate to be applied on 
the amount of receipts over 200,000 pesos. If the gross re- 
ceipts are over 500,000 pesos, the additional tax is equal to 
40 per cent of the basic rate, to be applied on the excess over 
500,000 pesos. The following additional taxes are paid by 
businesses taxed with 47, 6% , and 8% per 1,000 pesos rates: 
(1) for sales between 100,000 and 150,000 pesos, 25 per cent 
of the basic rate on the amount over 100,000 pesos, and (2) for 


14“Convenio entre la Provincia y la Municipalidad de la Ciudad de 
Buenos Aires para Prevenir la Doble Imposicion de Impuestos a las 
Actividades Lucratives,” Economia y Finanzas (Buenos Aires), Ano V, 
Tomo IX, No. 197 (Junio 18, 1953), p. 34. 
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sales over 150,000 pesos, 40 per cent of the basic rate, on the 
amount over 150,000 pesos. The special regime for sellers 
and manufacturers of alcoholic drinks provides for the license 
to be based on volume of sales, with rates that range from 
3° per 1,000 pesos for makers of cider and beer, to 35% per 
1,000 pesos for bars, etc., that sell drinks that are consumed 
on the premises. The law provides further that corporations 
and partnerships with shares will pay the basic tax and addi- 
tional taxes with a recharge of 20 per cent. Lastly, paving 
and construction companies pay an annual license of 100 pesos, 
and in addition, a proportional tax of 4‘7 per 1,000 pesos on 
the amounts of the contracts realized.!* 

The Province of Corrientes establishes a fixed license to be 
paid by all businesses established in the province. The amount 
of the license is based on the value of commodities owned by 
the business at time of paying the tax, and ranges from 50 
pesos for businesses with less than 1,000 pesos of commodities 
to 6,200 pesos for those with commodities valued between 
950,000 pesos and 1,000,000 pesos. Those having over 
1,000,000 pesos of commodities have their license increased 
by 2% per 1,000 pesos. Besides this fixed license there is a 
profitable activities tax applied on the total annual gross re- 
ceipts. The rate is progressive, ranging from 0.04% per cent 
for businesses with gross receipts between 5,000 pesos and 
50,000 pesos—taxpayers with gross receipts of less than 5,000 
pesos are exempt—to a maximum of 3 per cent." 

Several different types of bases are used to determine the 
amount of vehicle license to be paid in various provinces. The 
Province of Jujuy, for example, imposes a license on private 
automobiles which is based on weight of the vehicle. The 
license ranges from 200 pesos for vehicles under 1,300 kilo- 
grams to 300 pesos for automobiles over 1,700 kilograms. 
Automobiles for hire pay a sole tax of 70 pesos. Vehicles for 
transport of cargo pay from 80 pesos, if cargo capacity is 
under 1,000 kilograms, up to 250 pesos if over 6,000 kilograms. 





15 Anales de Legislacién Argentina, Ano X, No. 15 (Mayo 26, 1950), 
pp. 28-31. 
16 Tbid,, Vol. IX-B, 1949, pp. 2272-75. 
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Vehicles for transportation of passengers pay 80 pesos, if 
capacity is less than 6 passengers, up to 250 pesos if over 24 
passengers. 

This is the most prevalent practice, but the Province of 
Santiago del Estero uses model of car as the base for private 
automobile license. For example, models 1947 and later pay 
300 pesos; models 1940-1946 pay 200 pesos; and models before 
1940 pay 120 pesos. In the Province of Entre Rios, the license 
on private cars is based on the fiscal value of the vehicle. The 
licenses range from 80 pesos for vehicles with valuation under 
10,000 pesos up to 650 pesos for those valued over 60,000 pesos. 

There is provision in most provinces for dividing the re- 
ceipts from the automobile licenses among the municipalities, 
if the latter do not impose automobile licenses, and most of 
them have only the authority to tax carts, carriages, coaches, 
etc. The Province of Catamarca, for example, provides that 
“each municipal government or commission will receive the 
amount of automobile licenses granted in their respective 
jurisdictions after deducting 25 per cent, which will be des- 
tined as follows: 10 per cent to the General Council of Edu- 
cation in concept of school income, and 15 per cent to cover 
the expense of collecting the licenses. 

Inheritance Tax. Al] the provinces have levied inheritance 
taxes since the beginning of their respective existences. The 
laws levy taxes on the inheritances as well as gifts of all forms 
of property, wealth, and income. The inheritance tax law of 
the Province of Salta is typical, and it provides that all mov- 
able and immovable goods, savings and demand deposits, secu- 
rities payable to bearer, credits constituted or conveyed by the 
originator in favor of the heirs or legatees, alienations in favor 
of the heirs by agents or intermediaries, or lifetime or tem- 
porary usufructs, are subject to the tax. The law provides 
for the usual deductions such as legal debts of the originator, 
funeral expenses for an amount that bears a relation to the 
social and economic position of the deceased up to a maximum 
of 2,000 pesos, credits that are manifestly non-collectible, and 
litigious credits or goods until the law suit is liquidated. 
Transfers in favor of the state; transfers for benefit, cultural, 


s, if 
or 24 


ce of 
ivate 
/ pay 
ofore 
ense 
The 
nder 
esos. 
> re- 
ities, 
st of 
shes, 
that 
the 
‘tive 
des- 
{du- 
over 


ance 
The 
rms 
v of 
nOvV- 
ecu- 
the 
vor 
em- 
ides 
tor, 
the 
lum 
and 
ted. 
ral, 


ARGENTINE PROVINCIAL TAX SYSTEMS 59 


or scientific purposes; artistic, historic, scientific, or cultural 
collections; inheritances, but not gifts in favor of the spouse, 
parents, or children that do not exceed 5,000 pesos; transfers 
in favor of invalids or mentally incapacitated up to the sum 
of 10,000 pesos; and the indemnifications, pensions, or devolu- 
tions of contributors provided by social security laws, are 
exempt from payment of the tax. If the legatee or heir is in 
a foreign country, the tax is subject to a recharge of 100 per 
cent. Finally, the law provides that the produce of the tax 
will be destined in its entirety for the provision of public 
education in the province.'? 

The rates established in the provincial laws are, for the 
most part, considerably lower than those for the Province of 
Buenos Aires, which are given in Table 1. Two exceptions 
are the Provinces of Tucuman and Salta. Those of Salta are 


TABLE 1 
SCALE OF THE INHERITANCE TAX, PROVINCE OF BUENOS AIRES 


Amt. of Parents, Other Collat- Collat- Collat- 
Legacy (000 Children, Desc.and eralsof eralsof  erals of 
omitted) Spouses Ascend. 2nd Deg. 3rd Deg. 4th Deg. Others 


O— 5 1.5 1.5 5.5 8.0 10.4 137 
5— 10 3.0 4.5 11.7 13.8 17.0 17.5 
10— 25 5.0 5.5 13.1 15.4 18.2 23.6 
25— 50 7.3 det 15.9 20.0 22.6 25.4 
50— 75 8.6 10.0 18.4 21.9 24.0 28.1 
75— 100 10.6 11.4 20.8 24.9 28.6 31.7 
100— 150 11.8 12.0 21.4 25.2 29.5 32.9 
150— 200 13.0 14.4 Zak 27.4 30.7 34.1 
200— 250 15.0 16.8 25.2 29.2 32.5 35.9 
250— 300 17.0 18.8 26.4 32:2 34.3 38.9 
300— 400 20.0 22.4 30.2 35.7 39.2 42.8 
400— 500 24.0 26.9 34.6 40.7 44.4 48.0 
500— 600 28.0 31.3 39.0 45.7 49.6 53.2 
600— 700 32.0 35.7 43.4 50.7 54.8 58.3 
700— 800 36.0 41.5 47.8 55.7 60.0 63.6 
800— 900 40.0 46.0 52.2 60.7 65.2 68.8 
900—1,000 44.0 51.5 56.6 65.7 70.4 74.0 
Over 1,000 45.0 53.0 58.1 66.7 71.4 75.0 


Source: Anales de Legislacién Argentina, Ano XI, No. 4 (Marzo 9, 
1951), pp. 21-2. 


17 Jbid., Ano XII, No. 17 (Junio 30, 1952), pp. 11-16. 
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the same as for Buenos Aires, except that the rates for the 
category, spouses, children and parents are somewhat lower. 
The rates in Tucuman are lower than those for Buenos Aires 
for the first category of beneficiaries, but slightly higher for 
the last category. 

Some idea of the nature of the rates in the other provinces 
can be secured from Table 2. 


TABLE 2 


SELECTED DATA FROM VARIOUS PROVINCIAL INHERITANCE TAX 
RATE SCHEDULES 


Rates (in %) 


Range of Spouses, Last Category 
Income Children, etc. of Beneficiaries Recharges, 
Province Brackets Low High Low High etc. 
Jujuy 5,000 % 27 10 30 50% for 
to over absenteeism 
5,000,000 
Mendoza 4,000 0 9 11 33 Transfers over 
to 1,000,000 pesos 
1,000,000 subject to re- 


charge of 1.5% 
per million pesos 


or fraction. 
Santa Fe 5,000 1 26 11 50 50° for absen- 
to over teeism, but tax 
2,000,000 and recharge 


cannot exceed 
50° of the leg- 


acy. 
Cordoba 6,000 le 23 11 43 Transfers over 
to 2,000,000 pesos 
2,000,000 subject to re- 


charge of 1% 
per million pesos 
or fraction. 


20 60 


Corrientes 5,000 1 2: 
to over 
2,000,000 
Source: Anales de Legislacién Argentina, Vol. IX-B, 1949, pp. 2425 
3013, 2131, and 2286, and Ano XI, No. 39 (Diciembre 14, 1951), p. 16. 
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Severance Taxes. Several of the provinces levy severance 
or natural resources taxes on the exploitation and/or transfer 
or sale of resources or products of the respective province. 
There are three general categories of products on which this 
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type of tax is levied: (1) forest products, (2) stone, gravel, 
sand, lime, etc., and (3) agricultural products, principally 
hides, fruits, wool, and livestock. The usual tax bases are 
weight and/or quantity. For example, the Province of Jujuy 
imposes a tax on each ton of sawed lumber produced in the 
province, ranging from 3 pesos to 5 pesos, depending on the 
type of wood. The tax in the Province of Salta on the same 
product ranges from 2.50 pesos to 8 pesos. In the Province 
of Santiago del Estero the base is 1,000 kilograms, and the 
tax ranges from 2 pesos to 3 pesos. Telephone and telegraph 
poles, railroad sleepers, and the like, are taxed at rates ranging 
from as low as 15 centavos per pole or sleeper to as high as 
2.50 pesos. The different rates are based on length and on 
different types of wood. Firewood and charcoal are taxed by 
weight, either per ton or 1,000 kilograms. The rates vary 
according to type of wood and intended use. For example, 
the Province of Jujuy taxes red quebracho for firewood at 
70 centavos per ton, while white quebraco is taxed at only 
50 centavos. The Province of Salta taxes firewood for home 
use at 30 centavos per ton, while for railroad or industrial 
use at only 20 centavos.'* 

Stone, gravel, lime, etc., are taxed according to weight, the 
unit being almost universally a ton. The Province of Cérdoba, 
for example, imposes a tax of 50 centavos on each ton of granu- 
lated mosaics or reconstituted stone produced in the province; 
of one peso for each ton of lime; 2 pesos on each ton of lime- 
stone used for building; and 5 pesos on each ton of marble. 
A tax of 30 centavos is imposed on each cubic meter of sand 
or gravel. 

Most of the provinces that have large farm and ranch 
products impose a tax on the sale or transfer of these products. 
In the case of livestock, the amount of the tax will vary accord- 
ing to breed of livestock, sex, and/or age of the animal. 

The tax on hides varies according to breed and age of 
animal, and whether fresh, dry, or salted. The tax may be 
imposed per hide, or per kilogram. The Province of Corrientes 
uses kilograms, for the most part, as the base for its tax on 


18 [bid., Vol. IX-B, 1949, passim. 
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the sale or transfer of hides. On the other hand, the Province 
of Salta imposes a tax, for the most part, on each hide or skin, 
varying the tax according to kind of animal. 

Two interesting innovations are made in the cases of taxes 
of the type presently under discussion that are imposed on 
citrus fruits and wool. In the case of the first, the Province 
of Entre Rios imposes a graduated tax on each 1,000 citrus 
fruits based on the time of the year in which the fruits are 
sold. If sold in March, April, or May, the tax is 50 centavos; 
in June or July, 75 centavos; in August, September, or October, 
one peso; in November, December, January, or February, 
two pesos. In the case of the latter, the Province of Corrientes 
imposes a graduated tax on each kilogram of wool based on 
the market price of the wool when it is sold. If the price is 
10 pesos or less, the tax is 15 centavos; if between 10 and 15 
pesos, the tax is 20 centavos; if between 15 and 20 pesos, the 
tax is 25 centavos; and if over 20 pesos, the tax is 30 centavos. 


Minor Taxes. Several minor or miscellaneous taxes are 
imposed by the provinces. The most important of these are 
taxes on the consumption of electricity, on the sale of Portland 
cement, on admissions, and on pari-mutuel betting. The Prov- 
ince of Buenos Aires, for example, imposes a tax of 10 per 
cent of the amounts billed to industrial and commercial users 
of electricity. The companies that supply the electricity act 
as retention agents and are obliged to include the tax in the 
bills. The produce of the tax is earmarked for social welfare 
purposes. In the Province of Santiago del Estero and Santa 
Fe, the tax is levied on all consumers of electricity and is 
3 centavos per kilowatt hour. In the first mentioned, the pro- 
ceeds are destined for the Provincial Pension Fund, while in 
the latter, 25 per cent goes to the Provincial Energy Office, and 
75 per cent to the municipalities. 

Some examples of the other important minor taxes are as 
follows: The Provinces of Salta and Mendoza levy a tax of 
2 centavos per kilogram of Portland cement sold in the respec- 
tive province. In the Province of Corrientes an admission 
tax is levied on all public spectacles in accordance with the 
following scale: 
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a) when there is no admission charge, or the price of 
ticket is less than 40 centavos—5 centavos 

b) when the price of the ticket is from 0.41 to 2.00 
pesos—10 centavos 

c) when the price of the ticket is from 2.01 to 5.00 
pesos—20 centavos 

d) when the price of the ticket is over 5.01 pesos—40 
centavos. 


In the same province a tax of 3 per cent on all pari-mutuel 
bets made within the province, and 5 per cent on all bets made 
outside, is levied. 


Tax Exemption. In order to present a complete picture of 
the tax regimes of the Argentine provinces, it is necessary 
to note, briefly, the extent to which the provinces have en- 
couraged industry through granting of tax exemptions. This 
is a very recent development in Argentina. In 1952 the Prov- 
ince of Catamarca issued Decree No. 633 which contained the 
following provisions relating to tax exemption: 


Article 1—All industry that is installed in the territory 
of the province before December 31, 1962, with a cash capi- 
tal of not less than 100,000 pesos, that has for its object: 

1) the extraction, elaboration, transformation, or manu- 
facture of products that up to now have not been 
industrialized in the province; 

2) the development of activities of similar character to 
others already established in the province, that have 
for object the ends enumerated above, and with capital 
not less than the amount mentioned above; 

3) hotels with capital not less than 100,000 pesos; 

4) all other industry not included in 1), 2), and 3) that 
have a capital of not less than 100,000 pesos remain 
exempt from the following taxes for a period of ten 
years: 

a) property tax on the land and buildings exclusively 
devoted to the industry; 

b) licenses, including vehicles, and stamp tax on ju- 
dicial acts inherent in its constitution, implanta- 
tion, and activities of exploitation; 

c) Municipal fees and taxes that are not fees for 
retribution of services.’ 


-— 


19 Jbid., Afio XII, No. 20 (Julio 28, 1952), p. 30. 
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The Province of La Rioja had passed a similar law in 1949, 
with the additional provision that all existing industries that 
enlarged their installations by 50 per cent would be accorded 
the same exemptions. The law provided, further, that if funds 
were available, “the Executive Power is authorized to accord 
recompenses of stimulation to the new industries, from the 
first year of their functioning, in the following proportions 
on the invested capital: 20 per cent of the first 15,000 pesos; 
15 per cent of the amount between 15,000 and 30,000 pesos; 
and 10 per cent of the investment over 30,000 pesos.’ °° 

The Province of Mendoza exempts land which is planted to 
olives, chestnuts, almonds, hazelnuts, or walnuts from payment 
of the property tax for a period of ten years. The Province of 
San Luis exempts all houses destined for the owners’ own use 
whose cost is not over 60,000 pesos from payment of all pro- 
vincial and municipal taxes.*! 


20 Ibid., Vol. IX-B, 1949, pp. 2456-58. 


“1 Jhid., p. 2599, and Ano XI, No. 38 (Noviember 30, 1951), p. 31. 
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British Investments in Colombian 


Mines 
By J. FRED RIPPY* 


An article published recently in Inter-American Economic 
Affairs’ surveyed British investments in Ecuador, Colombia, 
and Venezuela under a subtitle that suggested more than a 
little futility for the investor. The term “rainbow-chasing”’ 
was used to describe the economic activities of Englishmen 
in northern South America. Although the pursuit of precious 
metals and stones went to the point of draining Lake Guata- 
vita, legendary site of Chibcha religious ceremonies, in the 
hope of finding gold dust, emeralds, and gold and silver arti- 
facts on its bottom, almost nothing of value was found there. 
Nor were many pots of gold uncovered elsewhere in these parts 
of the continent. 

The meager rewards obtained by Britishers who ventured 
their capital in mining enterprises in Colombia, the main 
center of attraction, where they expected to find gold, silver, 
platinum, and emeralds and where they made a vigorous search 
for such riches for more than 70 years following 1880, will 
illustrate the near futility of their mining efforts. Including 
minor and ephemeral organizations, they founded more than 
60 companies to work mines in Colombia during these years. 
They had 29 Colombian mining enterprises in operation, with 
a paid-up capitalization of some £2.9 million ((par value) by 
the end of 1890. Toward the last days of 1911 the number 
of companies was 35, but the capitalization had dropped to 
approximately £2.4 million. The investment rose to £3 


* Professor of History, University of Chicago. 

1Vol. 6 (Winter, 1952), pp. 69-81. That summary, like the one now 
to be made, was based upon the data supplied by Mining Manual (Lon- 
don, 1884-1952) and Stock Exchange Year-Book (London, 1880-1953). 
Both are published annually and both contain exhaustive indexes, so that 
page references seem unnecessary, provided the names of the companies 
are specified. The title of the organization that drained the lake was 
Contractors, Ltd., founded in 1900. 
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million by the end of 1929, although the companies numbered 
only 16. The size of British mining organizations engaged in 
Colombia had increased. The figures for the close of 1952, 
excluding a fairly large minority investment in a corporation 
domiciled in the United States, were 4 companies with an 
aggregate paid-up capital of some £1.4 million, a part of it 
owned by Canadians. 

Half of the some 60 British companies organized to work 
mines in Colombia during the period under examination were 
too ephemeral to merit much attention. In fact, approximately 
a dozen never actually began serious operations, dissolving 
within a very few years, after reaching the conclusion that 
their properties could not be made to yield any profits. Nine- 
teen others operated for periods of from 5 to 10 years without 
ever paying a dividend on either ordinary or preferred stock 
and were liquidated with considerable losses to shareholders. 
The par value of the paid-up capital of these 19 ranged from 
£10,000 to £300,000; that of most of them was above £50,000. 
Eight of the nineteen were organized before 1891. Only 6, of 
which 2 were founded before 1890, were engaged in placer 
mining; 13 were working veins. The districts in which some 


of the group were operating are not specified by the hand- 
books. Most of them, however, were active in the Departments 
of Tolima and Antioquia and a few were operating in the 
Chocé (northwestern Colombia). Table 1 presents a list of 
these 19 enterprises, with dates of organization. 


TABLE 1 


BRITISH MINING COMPANIES IN COLUMBIA: SHORT-TERM FAILURES 


Date of Date of 
Company Organization Company Organization 

Anglo-Colombian Inv. 1903 Organos Gold Mines 1881 
Anglo-Colombian Mines 1909 Platinum and Mineral . 1919 
Colombia Emerald .. ; 1908 Rica Gold Mines .. 1902 
Colombian Gold Mines _ 1889 Santa Isabel . 1905 
Col. Proprietary Gold . 1921 Santa Maria Silver 1885 
English San Andrés Gold — 1909 Silencia Gold Mines 1885 
Gravel Gold Mines _.........._ 1888 Tesoro Gold Mines ==:-.2. AGBD 
Las Brujas Hydraulic... 1889 Tetuan Gold Mines... 1888 
Loma Gold Mines . 1890 Totuma Alluvial Gold... . 1892 
Nus River Gold Mines.......... 1924 
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Another 18 British mining companies active in Colombia 
during these years had a longer life-span but yielded almost 
no dividends for their shareholders. Among them were 8 or- 
ganized before 1890 and 5 working placer mines. Like the 
majority of those listed in Table 1, their properties were 
mostly in Antioquia and Tolima, although a few owned mines 
in Maraquita, the Chocé, and the upper Cauca Valley. Nearly 
two-thirds of this group—11, to be exact—also failed to pay 
dividends, while the most profitable of the other 7 yielded an 
aggregate of only 105 per cent in the course of more than 50 
years! The capitalization of these 18 enterprises, the major 
part of it in ordinary and preferred shares, ranged from 
around £13,000 to well above £300,000, with the majority 
having from £45,000 to over £150,000 paid in. Although a 
good many shares were issued to Colombian vendors, British 
investors suffered rather heavy losses. This second group is 
listed in Table 2. 

TABLE 2 
BRITISH INVESTMENTS IN COLOMBIA: LONG-TERM FAILURES 


Date of Date of 
Company Organization Company Organization 


Antioquia (Frontino) 1874 North Tolima Silver . 1884 
Barreto Gold Mines Synd... 1893 Nueva Esperanza 1896 
Carmén Valley Gold 1925 Orita Gold Mines 1882 
Colombian Corporation 1919 Palenque Gold Mining 1898 
Colombian Mines Corp....... 1883 Santana Mines 1910 
Colombian Mng. and Expl... 1908 +: Somondoco Emeralds — 1895 
Colén Gold Mines 1889 Sucre Mine _ =e SBS 
Emerold Mines of Col........ 1888 Viborita Gold Mines .. 1929 
Timbiqui Gold Mines 1899 Western Andes Mining... 1872 


Four major factors probably account for the numerous 
British failures. Colombia’s situation and topography made 
transportation difficult and expensive. The ores were refrac- 
tory. The placers were mainly in disease-infested tropical 
jungle. And to the handicaps of geography and geology were 
added Colombia’s frequent revolutions, which often inter- 
rupted work in the mines. 

In the light of these many frustrations, one might well be 
astonished that residents of the United Kingdom continued to 
venture their capital in Colombian mines. There were prob- 
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ably two main reasons for their persistence. Britishers were 
a stubborn breed and they soon discovered a few rather 
profitable mines. 

The Frontino Gold Mines of Antioquia, acquired as early as 
1864, began to yield fairly satisfactory dividends almost at 
once and returned an average of more than 20 per cent an- 
nually on ordinary shares during the decade starting with the 
year 1890. Tolima Mining Company, organized in 1871 to 
work silver mines, returned an annual average of 9.6 per cent 
on its most profitable shares during the decade 1881-1890 and 
a per-annum average of 20.5 for the next decade. Colombian 
Hydraulic Mining Company, created in 1879 to exploit placers, 
paid a median of nearly 13 per cent during the years 1887-1896. 
Darién Gold Mining Company, set up in 1887 to work placers 
near Cana, Panama, which was then a part of Colombia, 
made returns averaging 30 per cent per annum on its most 
remunerative shares during the 8 years starting with 1892. 

It was the placers of Colombia’s great river basins—Mag- 
dalena, Cauca, Atrato, San Juan, and others—that seemed 
to promise the highest rewards to investors. They had been 
worked by the Indians before the Spanish Conquest and 
throughout the long colonial era,? but Englishmen hoped and 
believed that the placers of the region had not been exhausted. 

Their expectations were not forever disappointed. Of the 
10 British mining enterprises (a sixth of the total) that turned 
out to be profitable in Colombia, 7 were working placers, and 
still another placer company in which Englishmen had a 
minority investment yielded high dividends. Two of this 
placer group, Colombian Hydraulic and Darién Gold Mining, 
already have been mentioned. The other six will be dealt with 
presently. But, in the meantime, the 3 profitable companies 
engaged in vein mining will be inspected. 

Already it has been suggested that Frontino Gold Mines and 
Tolima Mining Company, the latter searching for silver, paid 
dividends sufficient to incite Britishers to make further invest- 
ments in Colombia. Frontino suffered a lean period following 


“Consult Robert C. West, Colonial Placer Mining in Colombia (Baton 
Rouge: Louisiana State University Press, 1952). 
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1899, but recovered thereafter, maintaining a median of 8.4 
per cent annually on its ordinary shares, with a par value 
rising from £140,000 to £190,573, during the 37 years begin- 
ning with 1915 and paying 12.5 per cent in 1952, while 
servicing regularly from £23,390 to £53,390 in 10 per cent 
preferred shares during the entire period and 10 per cent 
debentures running as high as £45,000 during a good part 
of it. Frontino’s profits had risen during recent years partly 
because of the acquisition of the Marmajito Mines late in 1930, 
property owned by an English company that had paid an 
annual average dividend of 11.4 per cent on participating 
preference shares with a par value of £30,000—most of its 
capital—during the preceding 14 years. Tolima Mining Com- 
pany, the third remunerative British organization engaged 
in vein mining in Colombia, became unprofitable shortly before 
1900, after having returned a per-annum average of nearly 
20 per cent on its £70,000 in A shares and 9.4 per cent on its 
£30,000 in B shares during the years 1881-1895, and was 
finally liquidated in 1933. 

Profits from 6 of the 8 placers ran higher, much higher in 
some cases. Colombian Hydraulic did not prosper after 1899 
and Darién Gold Mining Company paid no dividends after 
1903. But Colombian Hydraulic rewarded its shareholders at 
the average nominal rate of 10.7 per cent from 1887 through 
1899 and Darién paid an annual average of more than 23 per 
cent on its most profitable shares during the 12 years starting 
with 1892. The first was “wound up” in 1907 and the second 
in 1913. Most of the placers worked by the other 6 companies 
were bonanzas. 

Their bonanza deposits were discovered mainly by two 
British mining organizations shortly after 1900: Oroville 
Dredging Company, Limited, which had failed to enrich its 
shareholders by exploiting California’s Feather River placers, 
and Consolidated Gold Fields of South Africa, through the 
explorations of two of its subsidiaries. They were found 
mostly in three river basins: that of the Nechi, a Cauca tribu- 
tary, and the basins of the Atrato and the San Juan, both 
flowing through the jungles of the Choc6é; but the magnitude 
of the treasures they contained was not fully realized until 
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the 1920’s and later, when huge electrically-powered dredges 
were introduced. The climate of the Chocé is the worst in 
Colombia. Rainfall is very heavy ; the humid heat stifles. The 
climate of the lower Nechi basin is nearly as bad. There are 
almost no roads in either region and the rivers are obstructed 
either by rapids or by sandbanks and floating logs and trash. 

It is likely that the majority of the capital of one of the 
placer companies, South American Gold and Platinum, is 
owned by citizens of the United States. Canadians held, and 
still hold, some of the securities of the others. 

Nechi Mines, organized in 1914 to work the deposits along 
the Nechi River, near Zaragoza, Antioquia, had a paid-up capi- 
talization of £140,000, half in ordinary shares and half in 
preference. For the decade beginning in 1916 it returned a 
yearly average of 20.6 per cent on its preferred and 53 per 
cent on its ordinary shares and then sold its properties to 
Pato Mines, which had been created in 1909 to work adjacent 
deposits. Pato’s yearly average on ordinary shares with a 
par value of £100,000 was 90 per cent for the 14 years starting 
with 1919; and then, after being reorganized in 1934, as Pato 
Consolidated Gold Dredging, Limited, with a capital of more 
than £650,000 ($3,200,000 in Canadian dollars) and with 
Canadian participation, paid annual average dividends of more 
than 29 per cent for the years 1939-1952. 

Oroville Dredging Company, Limited, depending for its 
profits mainly upon Colombian placer subsidiaries, returned 
an average of 19.1 per cent annually on shares with a par 
value ranging from £200,000 to £636,538 during the 38 years 
starting with 1915 and a yearly average of 31.25 per cent 
for 1950-52. Oroville Dredging Company had not only cre- 
ated both the Nechi and the Pato companies but had partici- 
pated in the organization of Pato Consolidated. 

Placer Development, Limited, likewise drawing the major 
part of its income from subsidiaries working Colombian 
placers, rewarded its shareholders very handsomely during 
the 18 years following 1934. Capitalized at approximately 
£180,000 ($860,000 Canadian), with Canadians holding part 
of its shares, it paid a yearly average dividend of 84.6 per 
cent for the 18 years starting with 1935 and a median of 
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93.7 per cent during the last quadrennium of this period. 

South American Gold and Platinum Company, incorporated 
in Delaware in 1916 but owned in part by British investors, 
paid dividends averaging 23 per cent per annum for the two 
decades starting with 1933 and an average of 30 per cent an- 
nually during the last five years of the period. The par value 
of its capitalization ranged from $1,760,000 to $2,000,000. 

The dividend records of the placer companies in which 
Britishers invested their funds to such great advantage for 
themselves are exhibited in Table 3. If from a half to two- 
thirds of the dividends they sent to their stockholders could 
have been distributed among all the residents of the United 
Kingdom who had been less fortunate in their Colombian 
mining ventures, many frustrated investors might have re- 
couped their losses and some might have enjoyed a small 
profit besides. It is not likely, however, that any considerable 
number of those who had invested in the unprofitable com- 
panies were lucky enough to hold shares of these placer 
bonanzas. 

With reference to whether the profits sent by some of these 
placer corporations to the United Kingdom were too large, 
opinions may differ. Before making up one’s mind, at least 
the following considerations should be taken into account: 
(1) Colombians benefited somewhat from the activities of 
many of the British mining companies that were failures from 
the standpoint of the British investor, since every such organ- 
ization that operated in the Colombian mining districts for 
any length of time not only furnished employment for labor 
at something like the customary wage but also spent money 
on transportation and supplies. (2) The very profitable enter- 
prises introduced the latest mining techniques, paid wages a 
little higher than the average and provided superior working 
conditions for the sake of efficiency, paid taxes and royalties 
to the Colombian government that might otherwise not have 
been forthcoming, gained their dividends in part by virtue of 
a near monopoly on platinum and in part because of the high 
prices that the United States Treasury began to pay for gold 
in the early 1930’s, and helped Colombia to hold its position 
in the front column of the gold producers of Latin America. 
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TABLE 3 
BRITISH INVESTMENTS IN COLOMBIA: THE PLACER BONANZAS 


Company Dividend Years Annual Average 
Colombian Hydraulic Mining 1887-1899 10.5% 
Darién Gold Mining 1892-1903 23.3 
Nechi Mines : 1916-1925 53.0 
Oroville Dredging 1915-1952 19.1 
Pato Mines 1919-1932 90.0 
Pato Consolidated _ _ 1939-1952 29.1 
Placer Development 1935-1952 84.6 
South American Gold and Platinum 1933-1952 23.0 


NOMINAL SHARE CAPITAL AT BEGINNING AND AT END OF THE 
DIVIDEND PERIOD 


Company seginning End 
Colombian Hydraulic Mining £73,308 £75,000 
Darién Gold Mining 200,000 125,000 (1) 
Nechi Mines 140,000 140,000 (2) 
Oroville Dredging 686,538 250,000 (3) 
Pato Mines 100,000 100,000 
Pato Consolidated 650,000 650,000 (4) 
Placer Development 180,000 180,000 (5) 
South American Gold and Platinum 360,000 (6) 410,000 (6) 


(1) The rate of return is for C shares with a par value of only £10,000 
to £25,000; A and B shares paid considerably less. 

(2) The rate of return is for the £70,000 in ordinary share; an equal 
amount in preferred averaged 20.6 per cent annually. 


(3) The shrinkage in capitalization was due in part to capital loss. 


(4) The approximate equivalent of $3,200,000 in Canadian currency at 
the time the capital was issued (and possibly “watered”’). 

(5) The approximate equivalent of $860,000, Canadian, at time of issue. 

(6) The approximate equivalents of $1,760,000 and $2,000,000, respec- 
tively, in U. S. currency at the periods of issue. 





American Business Managers and 


Technicians in Mexican Business 
By RAYMOND F. PELISSIER* 


The Need in Mexico. A discussion of the need for business 
managers in Mexico should begin with a definition of the man- 
agerial or entrepreneurial function. Schumpeter has said that 
“we have seen that the function of entrepreneurs is to reform 
or revolutionize the pattern of production by exploiting an 
invention or, more generally, an untried technological possi- 
bility for producing a new commodity or producing an old 
one in a new way, by opening up a new source of supply of 
materials or a new outlet for products, by reorganizing an 
industry and so on.” According to general usage by econ- 
omists, entrepreneurship came to be regarded as the fourth 
factor of production, along with land, labor and capital. As 
Schumpeter seemed to regard him, the entrepreneur was not 
merely the person who combined the other three factors in 
the proper proportion, but he was, in fact, an innovator or 
originator of new methods of production. 

The manager of the Mexican subsidiary of an American 
firm does not perform all of the duties of the entrepreneur 
as defined by Schumpeter. His exact duties will vary from 
industry to industry and even from firm to firm. He is neither 
an eighteenth century captain of industry—Veblen’s adven- 
turer in industrial enterprise—nor the financial manager into 
which Veblen’s captain of industry later evolved. Instead he 
is more like a plant manager of a multi-plant United States 
corporation, with certain differences inherent in operations 
abroad. 

The subsidiary manager in Mexico often has his basic raw 
materials bought for him by the purchasing office of his home 


* Mr. Pelissier is Lecturer in Latin American Economics, Georgetown 
University, Washington, D. C. This article is taken from a book in 
preparation, entitled “The Contribution of American Firms to the 
Economic Development of Mexico Since World War II.” 


73 





74 INTER-AMERICAN ECONOMIC AFFAIRS 


plant. Cellulose and petrochemicals for plastics come from 
the United States, rubber for tires from the Far East, and 
high-grade steel for razor blades from Sweden. Parts for 
many products, like automobiles and refrigerators, are made 
in the United States and assembled in Mexico. 

While there is usually not much of an opportunity for open- 
ing up a new source of supply for raw materials, there have 
been several instances in which new packages have been 
designed and made in Mexico for subsidiaries of American 
companies. Such companies as Gillette, Proctor & Gamble, 
and Sydney Ross have done this, sometimes with the assist- 
ance of another American company in the capacity of supplier. 

It seems probable that the typical subsidiary manager comes 
closest to meeting Schumpeter’s definition with respect to 
opening a new outlet for products. Transportation in Mexico 
is much less adequate to handle both incoming raw materials 
and supplies and outgoing finished products than in the 
United States. Initiative and ingenuity in devising ways of 
insuring a regular flow of materials and prompt delivery of 
production are required. 

Moreover, in the marketing of products in Mexico, there is 
considerable scope for advertising and distribution innova- 
tions not possible in the United States. Intra-city buses and 
small stores carry advertising for products painted on the 
outside. Since the burro is the only kind of carrier available 
to many isolated villages of Mexico, it must be considered 
in the distribution plan for some consumer goods. But the 
most important element in the marketing of consumer goods 
in Mexico is the existence of a vast multitude of small stores or 
tiendas. The number of such outlets which must be serviced 
greatly increases the cost of distribution. Whether, for ex- 
ample, the soft drink bottlers can develop some techniques to 
reduce the cost of distribution, which is high for reasons that 
have been explained in a previous article, remains to be seen.' 

Peter Drucker has argued that management skill is the 
major contribution American business can make while at the 
same time it is the greatest deficiency of the agrarian coun- 


1 Inter-American Economic Affairs, Autumn, 1953, p. 83. 
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tries. He argues that a management contract, which clearly 
indicates that the Americans must teach others who will be 
prepared to do the job upon termination of the contract, is 
the proper instrument to employ. 

This contract, which he would limit to 15 to 20 years, would 
require the American company to: 


(a) develop as rapidly as possible native people for all 
skilled technical and management positions. 

(b) strive to provide “more and better products for more 
people’’—the General Motors slogan that so well sums 
up the philosophy of mass production and mass dis- 
tribution. 

(c) develop small businesses as suppliers, distributors and 
fabricators. 

As far as the development of native people is concerned, 
it is doubtful that specific provisions in a management con- 
tract are necessary in Mexico. The Mexican Government 
requirement that foreign employees shall be no more than 
10 per cent of the total number employed by a Mexican com- 
pany accomplishes that result. In fact, the typical Mexican 
affiliate of an American company in Mexico will have Ameri- 
can employees well within the 10 per cent—perhaps only 
5 per cent. 

Many Mexicans have been advanced by affiliates of Ameri- 
can companies as their skills developed. For example, an 
employee in the Gillette Company plant, established in 1949, 
was successively a worker, inspector, blade inspector, in charge 
of blade inspection, and finally, in charge of all inspection for 
the plant. In another instance, a Mexican boy graduated with 
honors from a well-known university in the United States. 
He returned to Mexico to take a position with a subsidiary 
of an American company. Within four years he had made 
three changes in employment, always to better positions and 
always with companies affiliated with an American firm. The 
last position made him sales manager for Mexico for his 
company. 

With respect to the provision of more and better products 


* Harper’s Magazine, March 1952, p. 73. 
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for more people, it should be said that Mexico has certain 
limitations not nearly so restrictive in the United States. 
There is a smaller market—only five million people are said 
to belong to the money economy out of a total population of 
25 million. The transportation system is inadequate for the 
needs of an industrializing nation. The Mexican government 
even imposes production quotas on the very industry which 
Drucker implies is representative of our mass production— 
the manufacture of passenger cars, trucks and buses. The 
low volume and high profit per unit of production or sales— 
the philosophy of European businessmen—is prevalent in 
Latin America. It is characteristic of Mexican manufac- 
turers and merchants. Since it is not characteristic of Ameri- 
can businessmen, they can bring a healthy forward-looking 
approach to Latin America, wherever they establish industry. 

It might be questioned whether it is necessary to have a 
management contract to develop small businesses as suppliers 
or distributors. Sears Roebuck de Mexico, a wholly owned 
subsidiary of the United States company, has undoubtedly 
done more along these lines than any other American com- 
pany. But the impressive number of new suppliers developed 
by Sears was a consequence, not of a management contract, 
but of high duties and embargoes on goods Sears expected to 
import from the United States. 

The Sears Roebuck manager in Mexico has many of 
Schumpeter’s entrepreneurial functions to perform. It was 
originally planned to have Sears import eighty per cent of 
the products to be sold in Mexico. Instead, import restric- 
tions by the Mexican Government forced Sears to purchase 
locally about eighty per cent of its sales. Since a great many 
goods were not made at all in Mexico, or were not suitable 
for sale by Sears, it was necessary for Sears to get commodi- 
ties new to Mexico produced and to get other commodities 
produced in more efficient ways. 

However, even Sears, like other American firms in Mexico, 
must fall back on its research laboratories in the United 
States for the development of products entirely new to Sears. 
The Mexican company takes the initiative and makes proposals 
regarding new products especially suited to Mexico, but the 
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testing is frequently done in Chicago. There is no present 
intention of setting up testing laboratories in Mexico. 

There is one function not included in Schumpeter’s defini- 
tion which is quite different from any performed by domestic 
plant managers. This function is compliance with the many 
government laws and regulations which apply to manufactur- 
ing operations in Mexico. Production quotas, import permits, 
labor laws, and working permits for foreigners are among the 
headaches the Mexican manager faces. He generally has 
competent Mexicans, within his company or outside, to carry 
on liaison with the Mexican Government with regard to these 
matters. 

The Development of Managers in Mexico. American com- 
panies find it necessary to send Americans to countries like 
Mexico because there is a lack of trained managers in such 
countries. It is fortunate, therefore, that, as Viner has ob- 
served, management and engineering know-how are the most 
mobile internationally of economic goods. Managers who 
have worked in the United States and perhaps in other foreign 
countries before coming to Mexico bring a fund of experience 
which local candidates for managerial positions do not have. 
Incidentally, their working permits in Mexico are granted by 
the Government with the understanding that, when native 
replacements have been trained, the Americans will leave. 

Mexico has its own entrepreneurs, men who come closer to 
qualifying under Schumpeter’s definition than the typical 
American manager of a Mexican subsidiary. For example, 
there are Ruiz Galindo of D M Nacional, a maker of metal 
office furniture; Emilio Azcarraga, a dominant figure in the 
radio broadcasting and television fields; and the Monterrey 
capitalists, who built a score of industries in Monterrey, plus 
a fine engineering school. 

The difficulty seems to be that there are so very few real 
entrepreneurs, or even good managers in the more limited 
sense, among Mexicans, compared with the opportunities. 
The need for better management, better methods, and better 
service is very obvious even in Mexico City. This need is 
evident in retail stores, retail service establishments, and 
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public transportation. In a developing economy like Mexico, 
the need for capable managers is growing and the gap between 
supply and the demand would steadily increase if Americans 
and other trained foreigners were not allowed to take mana- 
gerial positions there. 

All three of the programs to be mentioned by which Mexico 
is attempting to remedy her deficiency have some relationship 
to the United States. First, the new engineering school, 
Instituto Tecnologico y de Estudios Superiories de Monterrey, 
opened in 1943, has courses in Economics and Business Admin- 
istration. The latest issue of the school’s catalogue reveals 
that there is a Department of Administration which has sev- 
eral courses in both production and marketing, two courses 
in advertising, and a group of courses related to industrial 
relations, as well as a course in finance, and other courses. 
In many of these courses textbooks published in the United 
States in English are used.* There is a Department of Ac- 
counting with about 25 courses, which apparently uses text- 
books in Spanish, some of them translations from English. 

There are very few courses in Business Administration at 
the college or university level offered elsewhere in Mexico. 
Mexico City College, a private liberal arts college, has been 
offering an A.B. degree in Business Administration in the 
postwar years. Its curriculum is modeled after those of 
American colleges and universities. The National University 
of Mexico has a School of Commerce and Administration 
whose curriculum stresses Accounting, but lacks many courses 
like Corporation Finance, Marketing, Production and Man- 
agement, which are recognized as essential in a Business 
Administration curriculum in the United States. The Na- 
tional Polytechnic Institute offers a program also stressing 
Accounting leading to the degree of Public Accountant and 
Auditor. 

The Banco de Mexico has a program by which Mexican 
students are sent to the United States or to Europe to study. 

* The school is sometimes known as “M.I.T.”, after the famous engi- 
neering school in Cambridge, Mass., which is the alma mater of sev- 


eral prominent Monterrey industrialists instrumental in establishing 
the Mexican school. 
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There is an understanding that the student will work for the 
Mexican Government for a few years after his return to 
Mexico. The students study a wide variety of subjects in the 
physical and social sciences, including economics, public ad- 
ministration and in a very few cases, business administration.‘ 

The Graduate School of Business Administration of Har- 
vard University, which has recently expanded its scholarship 
program for foreign students, made available two scholar- 
ships to Mexico in 1951. The number of candidates, with 
qualifications including a good command of the English lan- 
guage, was very small. Two students entered in the fall of 
1951. One left in three months because of non-scholastic diffi- 
culties. The other completed one year of the two-year pro- 
gram and then returned to Mexico to take a much higher 
paying job than the government job he had held before going 
to the United States. It is understood, however, that the pro- 
gram for Mexico will be resumed in the near future. 

American Technicians in Mexico. Technicians, including 
such categories as engineers of many kinds, chemists, produc- 
tion specialists, toolmakers, cost accountants, and time-study 
men, are in short supply in Mexico for the same reason that 
managers are lacking—too few are trained locally. 

Subsidiaries of American companies usually have several 
technicians in the period just after the new plant opens. Many 
of these men then return to the United States although they, 
or others, come to Mexico when needed. Since many Mexican 
employees of American subsidiaries go to the United States 
for training, a kind of two-way stream of technicians is 
established. 

It is the proximity of the two countries that facilitates the 
operation of this interchange of personnel. But Mexico’s 
attractiveness to tourists should not be overlooked. In a letter 
to the writer, the President of one company quite frankly 


' The 1949 Economic Survey for Latin America reports that the Banco 
de Mexico gives scholarships to 20 to 30 young Mexicans each year to 
study, mainly abroad, problems related to the industrial development of 
the country (p. 503). Mosk says that chemists got more fellowships than 
any other group during the first two years the program operated, 1944 
and 1945. Industrial Revolution in Mexico (Berkeley, 1950), p. 149. 
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referred to the “combination” vacation and business trips 
which several members of his company make to Mexico each 
year. It is probable that in several instances an executive of 
the parent company first became interested in a Mexican affil- 
iate while on a vacation trip to Mexico City and Acapulco. 

The lack of trained native technicians and training facilities 
in some Latin American countries other than Mexico has 
caused foreign technicians in some branches of the textile 
industry to remain indefinitely. There does not seem to be 
any tendency of this kind among the affiliates of American 
companies. The ten per cent limitation on foreign employees, 
as we have noted previously, does not cause any hardships 
to American companies. 

The Armour Foundation described what appears to be a 
basic deficiency in Mexican education as a preparation for 
a career in a managerial or technical capacity in an indus- 
trializing economy. The Armour statement refers to training 
in the physical sciences in Mexico. A study of the course 
offerings in the universities of Mexico in Economics and 
Business Administration brings out the same emphasis on 
theory at the expense of the more practical approach such as 
the use of actual cases. As Armour put it, 

“One of the most prominent features of local technical 
training in all branches of science is the emphasis upon 
theoretical aspects and the corresponding lack of instruction 
in laboratory work and practice. This is partly due to lack 
of funds to provide adequate laboratory facilities. A second 
cause, however, is the seeming belief that this phase of 
instruction is the least important. In the present study 
cases have been seen in which existing laboratory and pilot- 
plant studies have been curtailed or abandoned because they 
‘took too much time from the theoretical courses.’ Students 
graduating from such courses acquire a certain distaste 
for practical work and place too much emphasis on theo- 
retical calculations and the solution of theoretical problems. 
As many of the next generation of instructors are drawn 
from among these same students, the tendency toward 
theory becomes self-perpetuating and the departure from 
practical work becomes even greater.’’® 
5 Armour Research Foundation of Illinois Institute of Technology, 

Technological Audit of Selected Mexican Industries (Ann Aybor, Mich., 
1946), p. 171. 





United States-Latin American 


Relations 
By MILTON S. EISENHOWER * 


The trade of the United States with the Latin American 
republics was about $3.5 billion in each direction in 1952. 

As a market for our commercial exports, Latin America is 
as important to us as all of Europe and more important than 
Asia, Africa and Oceania combined. Our sales to Latin Amer- 
ica encompass the entire range of our national production. 
As a source of United States imports, the Latin American 
republics have even greater relative importance, standing well 
ahead of Europe or the other continents. 

Reciprocally, the United States is of key importance to every 
one of the Latin American countries, both as a market for their 
products and as a source of essential imports. 

The copper, tin, zinc, iron ore, manganese, and other min- 
erals which we obtain from Latin America are vital constitu- 
ent parts of the machinery which we in turn ship there. The 
dollars we provide through purchases of coffee, sugar, tropical 
fruits, and wool, as well as metals, finance their purchases of 
transportation and industrial equipment and consumer goods. 
The industrial and military items which the United States 
turns out to help defend the free world, including the American 
republics, require a continuing supply of a great variety of 
strategic materials from Latin America. 

Such trade is mutually advantageous. 

Almost 30 percent of all United States private, long-term 
foreign investment is in Latin America; this investment of 
some $6 billion is larger than the amount invested in any other 
part of the world except Canada. Such an investment is im- 
portant not only to the United States as earning assets but 
also to Latin America as a stimulant to productivity and eco- 


* Excerpts from Milton S. Eisenhower’s Report to the President are 
reprinted here to provide easy reference for students of economic co- 
operation among the American Republics. 


8) 
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nomic progress. Its contribution to the general development 
of individual countries is daily made evident in practically 
every field of economic endeavor, from electric power and 
heavy industry to the manufacture of finished goods and their 
distribution to consumers. 

This United States direct investment ordinarily earns a good 
return; at the same time, of course, it develops the desert and 
the jungle, provides work at good wages, offers sound technical 
training for hosts of young people, carries with it technical 
and managerial skills and, by increasing the output of min- 
erals, foods and manufactured goods, helps build prosperity 
in our sister republics. 

While we might cite instances in which this capital has not 
been fairly treated, we could also call attention to many cases 
in which reasonable treatment has redounded to the benefit of 
both countries and has promoted an additional flow of produc- 
tive investment. 

The economic well-being of every section and every special 
interest group in the United States is affected by our rela- 
tions with Latin America. The dollars she gets from her sales 
here are used largely for direct purchases here. If, because 
of tariff or other changes, we should buy less from any of the 
countries to the South, their purchases from us would decline. 
The effects of such change would be felt in every part of our 
country. 

Unfortunately, the people of the United States do not seem 
generally to comprehend the full significance to us of stable 
economic relations with Latin America; moreover, some of 
our actions have caused leaders in those countries to adopt 
the mistaken view that we turn our attention to them only 
in times of crisis. 

On the other hand, many Latin Americans appear to dis- 
regard the importance to them of their economic relations 
with the United States. The fact is, of course, that our market 
is indispensable to the well-being of the other American repub- 
lics. Our record is such that, no matter how disturbed Latin 
Americans become over some of our trade and tariff policies, 
they do have considerable confidence in our basic fairness in 
the conduct of international trading. However, this prepon- 
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derant importance of United States consumption as regards 
so many Latin American products is precisely the reason why 
our actions, however minor they may be in our view, can have 
such significant effects on the economies of other republics in 
the hemisphere. 

Regarding Basic Understanding. We found misunderstand- 
ing of the United States in South America—misunderstanding 
especially of our economic capacity and an under-estimation 
of the degree of the sacrifices the people of the United States 
have made since 1941. 

A great deal of this misunderstanding is a natural conse- 
quence of our assistance programs in Europe, the Middle East, 
and the Far East. The leaders and peoples of Latin America 
have seen the spending of billions of dollars by our Govern- 
ment under the European Recovery and Mutual Security Acts. 
Disturbed by the fact that they did not have a large direct 
share in post-war recovery programs, Latin Americans have 
tended to forget that they enjoyed an unprecedented boom 
during the war and post-war period so that there was no need 
for emergency programs for that area. 

In their current thinking they have minimized the fact that 
the tremendous volume of dollars made available to the free 
world by the United States tended to sustain directly and 
indirectly their export markets with Europe and other parts 
of the world. They have also seemingly minimized the fact 
that the high level of activity in the United States has resulted 
in recent years in dollar imports from Latin America which 
are at least six times pre-war levels, while our imports from 
Europe have risen to only three times pre-war levels. There 
has been, in other words, an entirely different situation in the 
older industrial areas which suffered from wartime destruc- 
tion and consequent shortages and post-war scarcity of foods 
and raw materials, and where the problem has been one of 
restoring production. In Latin America the war and post-war 
period brought the opposite situation—a tremendous stimulus 
to production and trade, the greatest in Latin American 
history. 

Nevertheless, our assistance to other areas came precisely 
at the time that need for foreign capital was growing rapidly 
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in Latin America, and loans to them, though substantial, did 
not fully satisfy their aspirations. The unfortunate result has 
been that the peoples of Latin America have sometimes come 
to the view that the United States considers other areas of 
the world to be more important to its future than the countries 
of Latin America. Not realizing that the burdens we have 
borne during and since the war have strained even our great 
resources, the feeling persists in Latin American countries 
that the United States has such vast riches that it could, if it 
wished, have made substantial funds for development avail- 
able to them at a time when it was providing billions of dollars 
to other parts of the world. 

Their dissatisfaction is enhanced by the fact that they seek 
primarily not financial grants but loans — loans desired to 
satisfy their driving demands for a broad and immediate 
development of their economies. 

They view with skepticism all explanations of our need to 
reduce our own public expenditures, including expenditures 
in the form of loans by the Export-Import Bank. To them 
our financial capacity appears unlimited. 

A tremendous social ferment exists today throughout Latin 
America. Leaders of the nations to the south, recognizing that 
too many of their people are desperately poor, that widespread 
illiteracy is a handicap to progress, that educational and 
health facilities are woefully inadequate, and that improve- 
ment calls for capital for machinery, tools, highways, schools, 
hospitals, and other facilities, look to the United States for 
help. They acknowledge that no other part of the world is 
now developing as rapidly as theirs: that their construction 
of buildings, roads, power dams, and factories must amaze 
even the most sophisticated observer. But these achievements 
are, in discussion at least, made to seem unimportant. They 
want greater production and higher standards of living, and 
they want them now. The key to both industrial and agri- 
cultural improvement, they feel, is capital, capital in great 
volume. 

Unhappily, the need for foreign capital is accompanied 
throughout most of Latin America by a rising tide of na- 
tionalism. 
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In some respects this surge of nationalism is praiseworthy, 
for it indicates a growing pride in achievement and an impa- 
tient desire to raise dramatically and immediately their stand- 
ards of living. 

But ultra-nationalism, with its blindness to true long-time 
interests, is a major retrogressive influence in some countries, 
often closing the door to the very help and cooperation which 
are so desperately needed. It leads to laws and practices 
which prevent the entrance of foreign capital essential to 
development. 

Ultra-nationalism is being fostered by communist agitators. 
Sometimes political leaders who in no sense agree with ulti- 
mate communist purposes accept communist support to obtain 
temporary political advantage. Thus, the two may be joined 
for a time in the fallacious contention that foreign capital in- 
vestment, private or public, is in reality a form of imperialism. 

The situation is uneven: In some countries, we found a 
favorable attitude toward the investment of United States 
capital in local enterprises, and a full recognition of its con- 
tribution to economic development. In others we found mild 
resentment; for example, there was criticism of the fact that 
certain United States enterprises had originally invested rela- 
tively few dollars locally, had expanded over the years through 
the reinvestment of earnings and the use of some local capital, 
and now, when exchange difficulties pose a major problem, 
seek to take out of the country substantial amounts of dollars 
earned on the total investment. In a few instances we found 
that the communist propaganda had gained support—propa- 
ganda to the effect, as we have said, that the use of foreign 
capital for productive purposes somehow impinges upon the 
sovereignty of the nation in which the capital is invested. 

But here we met a great inconsistency: While some con- 
demn foreign investment as an actual or potential evil and 
while some adopt practices and legislation that frighten or 
make almost impossible the entrance of foreign capital, all 
strongly insist that a greater volume of public and private 
capital from abroad is needed if they are to meet their just 
aspirations. 

We found misunderstanding of the policies and practices 
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of the International Bank for Reconstruction and Develop- 
ment, and to a lesser extent of the Export-Import Bank of the 
United States, both of which have important roles in Latin 
American development. Though most of the countries we 
visited are members of the International Bank and therefore 
should understand its authority and operations as an inter- 
national body, nonetheless among many officials and industrial 
leaders we discovered a belief that the United States essen- 
tially controls the Bank; that a failure of the Bank to make 
loans in the desired volume is really a decision of the United 
States Government; that conditions for loans laid down by 
the Bank—such as the requirement for reestablishment of 
their credit standing by settling defaulted external debts—are 
in fact United States requirements and thus constitute inter- 
vention in their affairs. 

We found attitudes toward United States business enter- 
prises now operating successfully in Latin America to be 
mixed. Most thoughtful Latin Americans realize that the 
days when some foreign-owned enterprises might exploit local 
populations are gone. Today, United States enterprises usually 
pay higher wages to their employees than local employers do, 
and also provide better housing, working conditions, schools, 
hospitals and highways. They pay very substantial sums in 
taxes, and provide excellent technical training programs in 
many instances. Most of the United States managers and 
staff are well-educated, speak Spanish or Portuguese, work 
for the improvement of conditions in the host country, and 
are, in general, effective, friendly representatives of the United 
States and its people. 

But they are also the targets of communists and ultra- 
nationalists. They and their companies are foreign. They 
represent large amounts of capital. As such, they sometimes 
suffer from unwarranted attacks which on occasion are di- 
rected at our Government. 

Where United States enterprises own and operate utilities, 
an earning rate sufficient to provide for expansion sometimes 
has not been permitted. This has in some cases led to a 
rationing of power, which in turn has closed industries part 
of each day or week, thus throwing men out of work and cur- 
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tailing production. The facts have been misrepresented to the 
point that the United States Government is blamed for the 
failure of the utilities to expand in harmony with the growing 
industrial requirements. Incidentally, this situation has occa- 
sionally put a premium on public power development. 

There is also considerable misunderstanding of the opera- 
tion of wartime price controls and of post-war terms of trade. 
We heard many times the claim that a large part of the pur- 
chasing power of Latin American exchange reserves accumu- 
lated during the war, when availability of imports from the 
United States was restricted by shortages of goods and ship- 
ping, was lost when goods again came into free supply, but at 
higher prices. There is also the belief that raw materials 
prices are low in relation to the prices of manufactured goods. 
However, an examination of the unit value indexes of United 
States exports to and imports from the other American repub- 
lics shows that the terms of trade shifted in favor of Latin 
America from a base of 100 for the 1936-38 average to 120 
for 1947 and to 171 for the first quarter of 1953. Preliminary 
data for the second quarter of 1953 indicate that there was 
further improvement to an index of 177. In practically every 
product of trade importance, the Latin American seller stands 
today in a better position than before World War II. 

These complaints likewise do not take into account similar 
shortages and decline in the purchasing power of savings 
suffered by United States consumers during and after the war 
and the serious, and, on the whole, successful effort made by 
the United States Government, both during the war and durfng 
the Korean emergency, to assure continuing supplies of essen- 
tial goods to the other republics on a basis of equality with our 
domestic consumers. Nevertheless, the feeling persists in 
Latin America that the United States should assume some 
responsibility for maintaining favorable prices of basic com- 
modities which form the bulk of Latin American exports, or, 
as an alternative, that the United States should refrain from 
imposing price controls on raw commodities at times when 
demand for such commodities is abnormally high. 

In view of the magnitude of trade and investment relation- 
ships between the United States and Latin America, it is not 
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surprising that there are some misunderstandings and dis- 
agreements in the economic field. Disagreements are bound 
to arise in an area of such activity, as indeed they do between 
sectional interests within the United States. 

Strengthening Economic Cooperation. Before undertaking 
to make specific recommendations on strengthening our eco- 
nomic cooperation with the countries of Latin America, I feel 
impelled to express the view that the greatest contribution 
which the United States can make to the well-being of the 
world as a whole is the maintenance of a high level of economic 
activity in this country at relatively stable prices. 

I specifically recommend: 

(1) That the United States adopt and adhere to trade poli- 
cies with Latin America which possess stability, and with a 
minimum of mechanisms permitting the imposition of in- 
creased tariffs or quotas. I consider this matter of stability 
and consistency the outstanding requirement. 

The nations of Latin America pay for what they obtain 
from us. Their purchases from us are governed almost wholly 
by the volume of our purchases from them. 

Occasionally the importation of a particular commodity may 
cause temporary difficulty for one of our industries. But if we 
raise the tariff on that commodity, the export sale of other 
United States commodities is certain to decline. The question 
then becomes: Which United States industry, if any, should 
be temporarily disadvantaged? And the change in our tariff 
may seriously weaken the entire economy of a Latin American 
nation. 

In a mature economy, and especially in a creditor country, 
it often develops that policies which are clearly in the national 
interest are nonetheless detrimental to one or more economic 
groups. This fact is not peculiar to problems of trade with 
Latin America. A solution to it would be widely beneficial 
and would enhance the probability of maintaining stable eco- 
nomic relations between the United States and Latin America. 

(2) That the United States adopt a long-range basic- 
material policy which will permit it to purchase for an en- 
larged national stockpile certain imperishable materials when 
prices of such materials are declining. 
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We import from Latin America many minerals and other 
primary products whose prices on the world market are sub- 
ject to wide fluctuation. To a country which sells the products 
of its mines and then purchases processed goods and food from 
abroad, a sharp decline in the price of its minerals can be 
calamitous, leading not only to lower standards of living, but 
also to political instability. 

The United States could not, even if it wished, control world 
prices of such commodities, and it is clear that private enter- 
prises will buy wherever they can get materials of the needed 
quality at the least cost. 

However, in the light of the findings of the Report of the 
President’s Materials Policy Commission, which predicted 
increasing United States deficiencies in important materials, 
serious consideration should be given to a new policy looking 
toward building more massive stockpiles when world prices 
of the storable commodities are declining. Such a policy would, 
in my opinion, be of immense benefit in protecting the long- 
term economic future of the United States, and would provide 
at least some degree of stability in world market prices of 
raw materials. 

I recognize that the implementation of such a policy would 
presumably have to await the time when United States fiscal 
resources are not severely strained by defense expenditures; 
further, this policy is now partly in effect in the defense stock- 
piling program. 

(3) That the United States carefully examine whether or 
not it would be appropriate to amend present tax laws to 
remove existing obstacles to private investment abroad. 

(4) That public loans for the foreign-currency costs of 
sound economic development projects, for which private 
financing is not available, go forward on a substantial scale, 
provided, of course, that the borrowers take the necessary 
measures to ensure that they are good credit risks. 

It is generally agreed that the International Bank for 
Reconstruction and Development should have the principal 
responsibility for making development loans, as compared 
with the shorter-range lending operations of the United States 
Export-Import Bank. However, it seems essential that the 





90 INTER-AMERICAN ECONOMIC AFFAIRS 


United States maintain a national lending institution to make 
sound development loans which are in our national interest, 
but which might not be made by an international agency. 

One difficulty here is that the Administration’s efforts to 
balance the budget would be affected by large loans made by 
the Export-Import Bank, since such loans are a charge against 
the annual cash budget. The Bank should, therefore, consider 
using the means available to it to raise more of its funds from 
the private capital market. 

(5) That the United States stand ready to give appropriate 
technical help to the Latin American countries that express a 
desire to work out more orderly ways of determining how their 
resources, including their borrowing capacity, can make the 
greatest contribution to their economic development. It is 
noteworthy that the International Bank has made valuable 
contributions in this field. 

Often, public loans for transportation, power, and harbor 
development, for example, will lay the foundation for sound 
industrial development and thereby encourage private enter- 
prise, both local and foreign. The lack of coordination in plan- 
ning and lending now, however, is notable in some countries. 

The purpose of technical assistance in this area should be 
to establish priorities of need, to develop project plans in ways 
that satisfy lending institutions, and to do this within the 
credit worthiness of each nation. 

(6) That, in very unusual circumstances, the President of 
the United States be in a position to make grants of food from 
our surplus stocks to Latin American countries. 

Everyone recognizes the validity of food grants to meet 
problems caused by famine. But a no less serious human 
emergency exists when a nation which normally imports a 
substantial percentage of its food is unable to buy and its 
people are on the verge of starvation. 

If food grants should be made, it would be appropriate to 
require the government receiving the grants to set aside coun- 
terpart funds, equal to the value of the grant, to be used in 
expanding its domestic agricultural production. 

(7) That the technical cooperation program in Latin Amer- 
ica be expanded. 
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The provision of expert technical assistance has been and 
continues to be an effective method of helping the people of 
Latin America attain better health, higher industrial produc- 
tion, better education, improved agricultural production, and 
higher standards of living. It has made firm friends for the 
United States among governments and individual citizens 
throughout the hemisphere. 

We should continue the “servicio” type of administration— 
a device in which local people and United States technical 
personnel share responsibility for the work. 

The consultative part of the task should, wherever possible, 
be assigned to an American university which, like Michigan 
State College in its relations with agricultural development 
in Colombia, is willing to assume the responsibility for tech- 
nical guidance. Such an arrangement has many advantages. 
A typical American university has every type of specialist 
who can be called on for short or long-time assignments. Fur- 
ther, Latin Americans cherish relationships with our leading 
educational institutions. 

In each “servicio” project, the policy of the United States 
should be to withdraw when that project has become well 
established, local personnel have been trained, and the local 
government is able to carry on. Thus, when an agricultural 
experiment station or a health center has been operating suc- 
cessfully for a time and local personnel are ready to take over 
full management, United States funds should be put into a 
new project where a pioneering contribution can be made. 

This is the general policy now, though it is not always fol- 
lowed. My colleagues and I saw it in operation in public 
health work in Brazil, where originally the bulk of the total 
cost was borne by the United States. Today, the United States 
portion of the cost of a greatly expanded program is very 
small. 

For most of the technical cooperation work in Latin America 
today, the governments of the countries in which the work is 
done provide two to three times as much of the funds as does 
the United States. In some countries the local contribution 
runs eight or nine to our one. 

With the transfer of the technical cooperation program 
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from the State Department to the Foreign Operations Admin- 
istration, some have warned of the danger of submerging tech- 
nical cooperation under the vast emergency programs which 
are administered for the benefit primarily of parts of the 
world other than Latin America. This should not happen. 
Fortunately, the Director of the Foreign Operations Admin- 
istration is greatly interested in the technical assistance pro- 
gram, and I am therefore confident that it will be carried 
forward efficiently and in the spirit of cooperation which has 
made it so successful. 

(8) That we continue our vigorous support of the various 
technical agencies operating as an integral part of our activ- 
ities in the Organization of American States. 

Particularly should we continue to support the work of the 
Inter-American Economic and Social Council and to encourage 
that organization to expand its successful multilateral techni- 
cal cooperation program among the nations of the hemisphere. 

(9) That our Government also continue to support the work 
of the International Monetary Fund which has extended help- 
ful short-term financial aid and valuable technical assistance 
to the nations of Latin America on their monetary and ex- 
change problems. We should also give continuing support to 
the work of United Nations agencies such as the Economic 
Commission for Latin America, with headquarters in Chile, 
which is helping the Latin American governments to further 
their economic development through use of their own resources. 

Finally, I urge the Administration, the Congress, and the 
people of the United States to take a long-range view as we 
consider how we may strengthen our economic relations with 
the nations of Latin America. 








